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SINGAPORE AND 


The consequences and the problems of the 
Union of Singapore and the Federation of Malaya 
are being more actively discussed than ever in view 
of the changed position in Singapore. The Pro- 
gressive Councillor Mr. Lim Choon Mong, speaking 
in the Singapore Assembly debate, insisted that in 
:no way must union with the Federation be a sellout 
at the expense of Singapore. The people of that 
great trading centre, he said, had a right to be 
assured that it must be an equal partner at least 
when any plan for fusion is put up. Next day a 
discordant note was struck by another Chinese 
politician, the son of the MCA President, in Kuala 
Lumpur. Mr. Tan Siew Sin issued a warning that 
they could ruin Singapore if they wanted to do so. 
The port could not stand alone once the Federation 
was independent. The Federation could divert its 
exports to Port Swettenham or Penang and by 
developing new ports. “I don’t think the British 
Government would like to see Singapore ruined that 
way,” though he must have been thinking more of 
_ countrymen than of the British in this 

reat. 


He did not mention Singapore and Straits 
Chinese, whose attitude is quite clear—but he did 
refer to “reactionary” elements (a typical Com- 
munist phrase) in the Federation who would like 
to obstruct any move for union. “These people 
want to perpetuate the British rule in Malaya,” he 


UNION WITH MALAYA 


modern politicians and to assert loyalty to the 
British than it does to pander to the mob. 


But the MCA-UMNO leaders have other things 
to worry about than the steadfastness of the 
“Queen’s Chinese,” as they are proud to call them- 
selves, who will always co-operate loyally with the 
new order if the new order co-operates loyally with 
the Commonwealth in the new opportunities given 
them. The Labour Front has nothing like the 
strength as yet in the Federation that it has 
developed in Singapore, but it could be a very serious 
factor indeed. A brush occurred in the Seremban 
Town Council, when nine Alliance members walked 
out in protest against a Labour motion calling for 
the reorganisation of the standing committees on 
the ground that they were too one-sided and were 
monopolised by the Alliance. The motion called 
for the formation of the committees in proportion 
to the number of elected members of each party 
and the nominated members. It was a straw which 
shows the way the wind is blowing and the natural 
“class” division which is beginning to over-ride the 
communal issues. 

The Singapore Chief Minister, in his speech 
opening the debate on the Address, promised to 
work for self-government within the four year life - 
of the Assembly, and to begin negotiations with this 
end in view this year. Discussions on Union with 
the Federation, leading to independence, would begin 


said quite truthfully, though when he went on to 
comment that it is “the same old divide and rule,” 
he was merely pursuing the insulting line, which 
the Straits Chinese so deeply resent, that because 
they differed from him they were mere stooges. 
Actually it takes far more character and sincerity 
to speak their mind against the ambitions of the 


as soon as the newly-elected Federal Government 
would be ready for talks. The debate, incidentally, 
was of a high order, gay exchanges and solemn 
rhetoric being mingled in what one reporter called 
pleasing proportions, while the full galleries 
listened with fascination. The public may get tired 
of debates but for the present at any rate democracy 
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in Singapore will play. to a full house, for at the 
end of the first day there was a long queue to apply 
for passes for the next day’s session. The PAP 
leader Mr. Lee Kuan Yew interrupted the Chief 
Minister with great frequency and with impunity, 
though the Speaker did admonish and warn him. 
Once Mr. Marshall snapped back at one of his 
critics. “Mr. Speaker, Sir, I believe the Honourable 
Member is always ai liberty to leave the Chamber; 
I shall not miss him.” There was a moment of 
silence during which the Hon. Offending Member 
hung his head; then a titter ran through the 
Strangers’ Gallery. 


The Labour Party in the Malayan Federation, 
stimulated by the success of the Labour Front in 
Singapore, is attempting to form a “National Front” 
to fight the election. Delegates throughout the 
Federation were summoned to meet in Ipoh early 
in May to consider a resolution which would line 
up all the smaller political parties into common 
national front. The aim behind the common front 
principle is to muster all together to put up a fight 
against the giant alliance of _UMNO-MCA-MIC— 


the latter being the Malayan Indian Congress. . 


Taking Perak as an example, which originated the 
plan, individual parties such as the Labour Party, 
the Progressives, the Malay League, and the National 
Association of Perak would prove no match for the 
Alliance individually, but if.they reached a common 
front (argued the promoter), and distributed the 
ten Federal constituencies among themselves, then 
they might achieve a measure of success, for in this 


way candidates of minority parties would not fight 
against each other. 


An analysis of the 1,280,865 voters in the 
Federation shows that 84.2 per cent (1,077,562) are 
Malays, and 11.2 per cent (142,947) are Chinese. 
The remaining 4.6 per cent are mostly Indians. In 
only two of the 52 constituencies do Chinese electors 
outnumber the Malays and in 37 out of the 52 
Malays form more than 75 per cent of the electorate. 
It is estimated that more than 300,000 people in the 
country who were eligible to vote failed to register. 


Most of the Malay Rulers are reconciled to the 
campaign for elected majorities on State Councils, 
but not all of them agree, and an Alliance Councillor, 
Mr. Ong Yoke Lin, said the Selangor State Council 
—‘“partly feudal and partly colonial”—would have 
to be replaced sooner or later. In the face of the 
rapidly advancing tide of events, he asked members 
at a meeting of the Council, should we sit here and 
advise the Sultan to be another King Canute? The 
sooner the people were allowed to put true 
democracy into practice in the face of “Communist 
political bombardment,” the better would they be 
able to repel attacks. It would be a mockery to 
allow the people to elect only a minority of the 
members to the Council of State. 


The attitude of the Selangor Council is no new 
thing. A year ago it voted by 21 votes to two for 
a proposal amending the Constitution to allow for 
the election of 13 out of the 28 councillors. The 
State Election Committee had previously urged that 
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the first partly elected Council should have an 


elected minority. The Council’s decision on April’ 


19 was therefore predictable, since the members of 
the Council remain unchanged. It is contended that 
Mr. Ong’s argument is out of date by the fact that 


the democratic principle is to be introduced at the 


highest level toward the end of July, when the 
Federal Legislature will have an elected majority. 
But on the other hand, it could well be argued that 
it is illogical and incongruous that the elected 
element should be dominant in the municipality at 
Kuala Lumpur, and very soon will be in the Federal 
Legislature while there is only an elected minority 
between these two levels. 


The Penang Settlement Council has decided to 
fall in line with the Malay States and adopt Malay 
as a joint official language with English. It was 
pointed out that the proposal did not attempt to 
curtail any existing rights but to broaden them to 
include a larger majority of the people of the 
Settlement within the. Council’s consideration. 
There was a certain amount of objection to the 
move. A Malay nominated Councillor said that in 
spite of its being one of eleven units in the Federa- 
tion, Penang, like Malacca, is still a British Settle- 
ment. For more than 150 years the administration 
had been carried on, said Dr. Mohamed Ariff, with 
English as the official language, and there had 
never been any complaint about its inadequacy. In 
the voting 16 were for and three against the motion. 


Tengku Abdul Rahman, President of the 
UMNO, which is allied with the Malayan Chinese 
Association, and his chief opponent Dato Sir Onn 
bin Ja’afar, both praised the Treaty signed by China 
and Indonesia. The former expressed the hope that 
Burma, Siam, and Malaya, where there are also 
large Chinese communities, could have a similar 
pact with China. Dato Sir Onn, for his pari, said 
it was a welcome change in the attitude of the 
Chinese Government, which had all along adopted 
the principle of jus sanguinis in contrast to that of 
jus soli, adopted by other countries in their 
nationality laws. He added that it would be even 
more welcome if the Chinese Premier and his 
Government would publicly announce that they did 
not wish to apply the principle of jus sanguinis in 
relation to Chinese who prefer to adopt the 
nationality of ano:her country. This would obviate 
the necessity for bilateral agreements like that 
between China and Indonesia. Singapore Chinese 
leaders, however, declined to comment on the matter. 
The only view publicly expressed was that of Mr. 
Tan Kok Chor, pro-Chiang Kai-shek leader, who 
denounced Mr. Chou’s action as “a betrayal of 
overseas Chinese.” 


In Kuala Lumpur on April 29 Dato Sir Onn 
bin Ja’afar denied what he called wild accusations 
of racial prejudice. He told a Party Nehara meet- 
ing that he left the.post of President of UMNO— 
“the most powerful political position in the country” 


—because he realised that one community should 


not try to dominate others. So far from being anti- 
Chinese, as alleged, he had interceded with the 
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THE GREAT DEBATE IN CHINA 


Though there are personal rivalries in the People’s 
Government of China as there always were in the succes- 
sive stages of the Communist Government in Russia from 
the death of Lenin onward, there are also great issues of 
policy which sometimes supplement and sometimes supplant 
these inevitable personal conflicts of doctrine and of ambi- 
tion. The liquidation of the once all-powerful head of the 
North-east Government and of the State Planning Commis- 
sion and of his alleged co-conspirator Jao Shu-shih who was 
once the chief centre of authority in the whole of East 
China and Shanghai, has been cited as the proof of personal 
rivalries. But.even in these cases policy was undoubtedly 
also a factor, with the major problems involved in the first 
Five Year Plan as the fulcrum. Planning has been hope- 
lessly at fault. At first it was far too grandiose and was 
accompanied by too many fantastic schemes for purely local 
expansion. Everybody wanted to come in on the State plan 
and get a good slice of the water-melon. Then the local 
empire-builders were thoroughly choked off, and even some 
of the State builders attracted severe criticism. But in spite 
of the inexperience of the Chinese Communists as compared 
with the minority of successful and experienced organisers, 
industrialists and managers inherited from the previous re- 


Kempeitai during the Japanese occupation to release 
Chinese they were torturing. Again in 1945 he 
went alone to face 3,000 Malays armed with parangs 
who had been attacking and killing Chinese—and 
stopped them. The week after he spoke he planned 
to go to Kulai (Johore) to open a Party Negara 
branch formed spontaneously by Chinese. As 
Member for Home Affairs he had always. given the 
benefit of the doubt to Chinese who wanted to get 
back into Malaya or become Federal citizens. 


While thus replying to a charge made against 
him by Dato Sir Cheng-lock Tan, Dato Sir Onn added 
that the Party Negara opposed the automatic 
granting of citizenship to everyone born in Malaya 
because it was “‘a fantastic demand for the purposes 
of elections.” He declared that there were 
thousands and thousands born in Malaya who refuse 
even to owe allegiance to it. 


Meanwhile the conference of leaders of the 
Alliance decided to avoid the controversial issue of 
the jus soli in the Federal elections on July 27. The 
decision followed the repeated attacks by Dato Sir 


Onn bin Ja’afar, who is secretary-general of the. 


Party Negara. He created an embarrassing position 
by his assertion that UMNO was endangering the 
position of the Malays and that of the Malay States 
by agreeing to the principle of jus soli—giving 
nationality rights to all born in the country. The 
Alliance leaders hint that they have not dropped the 
case for jus soli, but wanted it to be considered by 
a special independent commission—a wise move in 
view of the inflammatory possibilities of the issue 
if thrown into the electoral campaign, and in view 
of the overwhelming majority of Malays on the 
electoral list. 


gimes, matters might have gone more easily but for the 
frowns of Heaven. No regime in Chinese history has suffer- 
ed such heavy and concentrated blows from an hostile Pro- 
vidence, and floods of exceptional gravity, pests of excep- 
tional variety, severe frosts or snowstorms of exceptional 
lateness or severity—all coming before, during or after the 
biggest war China has fought in modern times—have ruined 
even the sounder parts of the draft plan. 


The London Economist has commented on the dilemma 
that now faces Mao Tse-tung. If he speeds up collectiviza- 
tion once again, he courts the risk of a peasant upheaval; if 
he slows down the march towards the promised goal of 
Socialist collectivization, he may endanger the whole gamble 
in planned economics. It added that when the new draft 
plan is finally accepted, some indication of his decision at 
this stage may emerge, and that this decision may have a 
bearing on the fate not of China alone but of all Asia. The 
revelation of the discord in the Party and of the “indepen- 
dent kingdoms and departments” which some of the higher 
Communists were allegedly creating, first made by Liu Shao- 
chi to the Central Committee early in 1954, were accom- 
panied by an urgent directive for the multiplication of agri- 
cultural producer co-operatives. They were in fact multi- 
plied. The only result was that confusion was worse 
confounded, and a year later, in the spring of 1955, 
a counter-directive went down to the rural cadres telling 
them to go slow on the subject. The major reason for this 
was the great shortages of food and other commodities the 
country is suffering and the fear that the peasants, who 
are doing their best, would go on a “go-slow” strike and 
sabotage the policy as they had done in the Soviet Union 
during the period of the revolutionary history which, it so 
happened, was the subject of current study in China! 


Some indication of one phase of the inner controversy 
was revealed in the Communist Press recently, and it is all 
the more intriguing because it chanced to be so similar to 
the conflict between Malenkov and other Party rivals on 
the subject of heavy versus light industry, of consumer goods 
for the rationed people or tanks and artillery for the forces 
and heavy machinery for defence and manufacturing pur- 
poses generally. Often in Communist circles controversy is 
allowed to break into print in the provinces before it goes to 
the centre in the capital. Such was the case in the debate 
on the priorities of light and heavy industry. It was the 
Shansi Jih Pao which was permitted to initiate on Septem- 
ber 23 last year a debate on this question. It is supposed 
to have arisen in connection with the study of Chapter X 
of the “Short Course on the History of the Communist Party 
of the Soviet Union (B)” which was required reading for 
the Party cadres. In the study an ideological problem had 
quite commonly come up and no fundamental solution had 
been achieved by any of the party groups: hence the debate. 
The people taking part covered a wide field. They included 
eadres of factories, armed forces, people’s banks, and Party 
and Government organs as well as rural cadets, peasants and 
disabled soldiers. By November 26, with a total of some 
21 articles published in the paper, a phase of the discussion 
was brought to a close. Six more articles remained to be 
published to conclude this debate. 


The Party organ of doctrine, the Hsueh Hsi, in its 
first ‘issue for 1955 (on January 2) carried the first of 
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652 
these articles. It said that the “mistaken conception of 
according priority development to light industry” 


finds representation in the view of Comrades Wei Ho and 
Hu Yu-shu. Their argument is grouped under four points 
by Hsueh Hsi: (1) The major need of the peasants at the 
moment is the development of light industry to fulfil their 
livelihood needs. The according of priority development to 
heavy industry would aggravate the short supply of certain 
commodities and would thus affect the alliance of workers 
and peasants; (2) The question of capital is hard to solve 
if priority development is accorded to heavy industry. The 
development of light industry in the first instance can ac- 
cumulate capital for the development of heavy industry; 
(3) China is an agricultural country and has the essential 
raw materials for the development of light industry. 
Machinery and other equipment can be imported from the 
Soviet Union and other People’s Democracies; (4) China is 
internationally more favourably placed than the Soviet 
Union when it set out for the industrialization of the 
country. She has therefore no need to develop heavy indus- 
try in a hurry. 


In the course of the discussion, says Hsueh Hsi, some 
criticised these mistaken concepts theoretically. Some sup- 
ported their criticisms with concrete facts and what they 
experienced in person. These criticisms pointed out that 
Socialist industrialization must rely on the accumulation of 
capital made domestically for the building of*heavy indus- 
try, which is capable of reorganising the whole national 
economy on the most modern technical foundation and of 
ensuring the absolute rule of the Socialist form of economy 
and the technical and economic independence of the nation. 


On the question of whether the development of light 
or heavy industry constituted the major demand of the pea- 
sants, many articles pointed out that it was to the interest 
of the peasants that heavy industry should first be deve- 
loped. Using concrete facts to support his observations. a 
member of the Sino-Soviet Friendship Collective Farm of 
Changchih county said at a symposium: “What make the 
production of our farms rise with such a fast pace? They 
are the machines which we employ to replace human labour 
and the draft animals and the scientific technique which 
we adopt in place of the backward farming methods. How 
can we get the machines? This calls for the development 
of heavy industry. Heavy industry is likened to a key 
without which we cannot open the door to a life of plenty”. 
This official went on to declare: “Our farm has known what 
the benefit of according priority development to heavy in- 
dustry by the State is like. The horses which feed on no 
fodder have greatly alleviated our heavy toil. With 
machines employed in our farm to step up production, the 
income of members has increased and their living standard 
has met with improvement.” 


Concerning the question of inability to produce enough 
to cope with the demand (if heavy industry is given 
priority), the debate pointed out that this was primarily due 
to the fact that the demand of the masses for consumer 
goods after the liberation rose at a rate far quicker than 
the output of these goods could be stepped up. Consequent- 
ly, the fundamental way to make the supply equal to the 
demand was to step up production. In order to step up 
production, the Socialist industrialization of the country 
must first be realised. This called for the development of 
heavy industry to provide agriculture, light industry and 
other economic enterprises with equipment. In this way. 
productivity could be speedily stepped up and the problem of 
inability to produce enough to cope with the demand could 
be fundamentally solved. At the same time, the peasants 
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could be led on to the path of Socialism and the alliance 
of peasants and workers could be further consolidated. The 
debate pointed out that provided the peasants were given a 
clear picture of the whole thing, and steps were taken to 
have the shortcomings in supply work overcome at the same 
time, the peasants would be more than willing to lend sup- 
port to the State for the construction of heavy industry. 


‘Concerning the argument that according priority to 
light industry could accumulate capital for the development 
of heavy industry, the debate pointed out that while the de- 
velopment of light industry constituted one of the ways for 
capital to be accumulated, for the development of heavy in- 
dustry, it was not the only way. If too much capital was 
tied up in light industry, China would be unable to build 
up her own heavy industry for a long time to come. When 
things were viewed on a long-term basis, it was clear that 
only the development of heavy industry could accumulate 
resources ample enough for creation. 


Concerning the argument that since China was an 
agricultural country she might first develop her light indus- 
try, and the development of heavy industry could be posi- 
poned, the debate pointed out that this was an infantile 
way of thinking, quite unsuitable for the realistic conditions 
of China. In order to develop light industry, we must have 
an adequate supply of raw materials and of machinery and 
equipment. Since our heavy industry was in a backward 
state, it could not produce the machinery and equipment 
necessary for the development of light industry. Nor was 
it possible for our agriculture in its present backward state 
to provide sufficient raw materials and a broad enough home 
market for the development of light industry. The Soviet 
Union and the People’s Democracies could, of course, give 
us enormous assistance in this connection, but it was in- 
feasible for so large a country as China to depend on im- 
ported machinery for the development of production. 


The debate also pointed out with emphasis that we were 
today carrying out our construction under the encirclement 
of capitalism. Every victory scored by us would make the 
enemy more hostile. The belief that there was no need for 
us to hurry on with the development of our heavy industry 
was an expression of a lethargic way of thinking toward 
these conditions. The disabled soldiers and the middle 
school students of Taiyuan used their personal experience 
gained in combat to explain that it was exactly because 
China had no heavy industry of her own that she had to 
undergo so many sacrifices and suffer the oppression of im- 
perialism. They also explained why the consolidation of 
national defence was impossible without heavy industry. 


“From this debate,” concluded the Party organ, “we can 
see that the mistaken conception in favour of according 
priority development to: light industry mirrors in effect the 
aversion to hardship and the desire for easy life. It reflects 
also the lack of confidence on the part of certain people in 
the building of a Socialist society. In this debate, some 
readers laid stress on reviewing their own mistaken way of 
thinking on this problem. They expressed that after this 
discussion they had come to realise the extreme importance 
of Socialist industrialization, as it represented the supreme 
interest of the people of the country and that all interests 
of a partial and temporary nature must yield to this supreme 
interest. This, they asserted, has led them to have deter- 
mination to strive arduously for the realization of Socialist 
industrialization.” The peroration has an obviously forced 
note, but makes it pretty clear that the issue was decided 
in favour of those determined to go ahead with heavy in- 
dustrialization. 
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THE GREAT INFLATION IN CHINA (1946-1949) 


By E. KANN 


(Part Three) 


SOME EXEMPLIFYING INSTANCES 
RELATIVE TO THE VELOCITY 
OF THE INFLATION 


For the purpose of illustrating by concrete examples 
the tenacity and insurmountable deterioration of China’s 
rampaging inflation, some instances from actual experience 
are enumerated below: 

At the beginning of April, 1949, Associated Press cabled 
from Nanking that the March salary of Mr. George Yeh (the 
Vice-Minister of Foreign Affairs; and in 1950 Minister for 
Foreign Affairs), when converted from Gold Yuan, aggre- 
gated 2 U.S. dollars. 

Another graphic illustration can be gleaned from the 
price of rice in Hankow where one picul, by the middle of 
March, 1949, had risen to Gold Yuan 43,000. This was 
tantamount to a cost of GY 1.80 for each grain of rice. 


On January 24, 1949, rice prices at Shanghai stood at 
GY 1,820 per picul. Exactly one month thereafter, namely 
on February 24, rice quotations had jumped to GY 11,000 
a picul, representing an increase of 500%. By April 4, 1949, 
rice in Shanghai had reached an all-time high of GY 180,000 
a picul. 

In March, 1949, the King Kong Rubber Co. of Shanghai 
failed and had to close down. The said concern had bor- 
rowed GY 600,000,000. At the then prevailing market rate 
it had to pay 250% interest per mensem. This excessive 
{but generally prevalent) charge would have raised the 
original debt, plus accrued interest, to GY 2,100,000,000 by 
the end of one month. Calculated on a _ daily basis, 


in the way of interest. 

In 1936 bank deposits in China amounted to three 
times the total issue of CNC dollar notes. By the close 
of 1947 the ratio had changed to 30:34. But by the end 
of June, 1948, it was 27:250. This means that the note 
issue was nine times higher than the total bank deposits. 


While pork prices during the August 19, 1948, con- 
trolled economy were fixed at GY 0.73 per catty, pork had 
risen 13,000 times by April 3, 1949, while the income of 
workers during the same span of time had advanced 3,400 
times only. 

During the second half of March, 1949, the accelera- 
tion of inflated banknotes had become so pronounced that 
new denominations of GY 500 and GY 1,000 had to be 
issued. But, due to galloping commodity prices, this mea- 
sure proved of no avail. The printing press could no more 
cope with actual needs. The production of paper money 
calling for larger denominational values, up to GY 100,000, 
was seriously discussed. Meanwhile banks could and would 
not pay cheques in. banknotes, but insisted that these came 
in through the clearing. As an immediate consequence a 
premium of 20% and more arose in the market and was 
disbursed for cash against cheques. To obviate the ob- 
stacles to trade most of the banks issued their own cashier 
orders, a necessary evil which caused forgeries to appear 
in the market. 


Another typical example, caused by engulfing quick- 
sands of inflation, was the constant decline of Chinese indus- 
trial shares in terms of real money. Toward the end of 
February, 1949, the total share issue of the leading mill, the 
Wing On Textile Mills, was valued at US$ 3,000,000, when 
calculated according to prevailing market quotations and 
converted into US$ at the rate of exchange at that time. 
This notwithstanding the fact that the entire properties of 
the Wing On Textile Mills (Shanghai) were valued at 
US$ 27,000,000. However, due to the critical inflation, it 
would have taken, on March 22, 1949, (when this calcula- 
tion was made) only US$ 400,000 to purchase the entire 
share of the Wing On Textile Mills. 


A constant companion of inflation in China was the 
excessively high rate of interest in the open market. Same 
was maintained at elevated levels throughout the first quar- 
ter of 1949, when quotations up to 8% per day were not 
uncommon. The “China Economist” of April 4, 1949, 
printed an instructive table, showing how certain com- 
modities would fare, if bought on borrowed money, say at 
6% per day for a period of 10 months, i.e. from March 1 
to December 31, 1949. The estimated increase in price 
under such conditions would have looked as follows: 


Money, principal 


1949 Rice per picul Gold per ounce & interest 
SS ae GY 16,000 GY 150,000 1 
512,000,000 ,000 4,800,000 ,000,000 32,000,000 

Cost of Living Index 


This graphic presentation of suppositions is clear testi- 


mony to the havoc caused by excessive rates of interest, 
the factory would have had to pay GY 48,000,000 per day 


due to galloping inflation. 


On April 29, 1949, when the cdaiinadl of the Com- 
munist armies knocked at the gates of Shanghai, US$ notes 
were quoted at GY 1,500,000 for 1 dollar. On the follow- 
ing morning market quotations had risen to GY 3,000,000. 


On May 1, 1949, as much as GY 9,000,000 had to be 
paid for 1 Chinese silver dollar. After that date it became 
practically impossible to purchase anything with Chinese 
paper money in the Shanghai markets. 


By the middle of April, 1949, Chinese paper money 
became valueless and most transactions were settled by 
means of silver dollars. Freight and passenger charges had 
then to be paid at the Canton-Hankow railway in silver 
dollars. Government would no longer accept its own money. 
Farmers in the interior would no further dispose of their 
produce, except against silver. 


During the first half of April, 1949, rice prices in 
Shanghai increased from GY 95,000 a picul to GY 550,000, 
ie. more than 500% advance within a fortnight. 


Entirely due to the staggering inflation the number of 
cheques ‘passing through the Shanghai Clearing House in- 
creased enormously. While in October, 1948, between 
60,000 and 80,000 were cleared daily, the number had in- 
creased to between 200,000 and 300,000 per diem by 
January, 1949. April of that year saw daily turnovers at 
the Clearing House of one million cheques and over, in- 
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volving GY 300,000,000,000 to GY 400,000,000,000. Due 
to the giddy’ course inflation had taken, the number of 
dishonored cheques at the Clearing House had been 1,000 
higher in March, 1949, than what it was in August 1948. 
How gloomy the situation had become can be gleaned from 
the fact that about 50% of cheques drawn on Chinese 
banks had to be dishonored. 


During the last week of April, 1949, quotations for 
gold bars in the Shanghai market went up from GY 38,000 
000 to GY 450,000,000, an increase of 1,082% within six 
days. 


When the Gold Yuan currency was created on August 
19, 1948, with 100 per cent. cover for all notes to be 
placed into circulation, and with a fixed limit in the size 
of the issue of GY 2,000,000,000, prospects were rosy. But, 
already after 6 weeks it became obvious that these, and 
many other promised safeguards, were totally brushed 
aside and ignored by the authorities. 
“Why is the new paper money called “Gold Yuan’? And 
the relevant answer came: Because with this money the 
Government is compelling you to give up your gold holdings. 


When the inglorious end was in sight, hardly eight 
months after the inauguration of the “Gold Yuan”, official 
sources chose to invent the name of “Peoples’ Money” for 
the tons of rapidly depreciating Gold Yuan notes. And 
again vox populi wanted to know why? Once more a 
prompt answer was forthcoming: “Because Government 
steadfastly refuses to accept its own official banknotes in 
payment of taxes, dues and duties, postage, railway fares 
and airplane travels, insisting upon silver. The huge stacks 
of practically valueless, official banknotes had to remain 
with the people.” 


Banknotes in denominations of GY 100,000, went into 
circulation on April 30, 1949, and of GY 500,000 on May 6, 
1949. However, as these floods of worthless paper proved 
inadequate for the purpose of the market, the government 
banks issued their cashier orders for huge sums. Yet, 
these orders were either refused altogether, or discounted 
in the markets at a rate signifying a loss up to 50%. 


INTEREST RATES DURING THE 
CHINESE INFLATION 


A plausible definition for “interest” is: the result of 
services which money renders in its use. Whenever the 
value of money is stable, it will be seen that the rate of 
interest is not only steady, but also low. If, on the other 
hand, a nation’s monetary system is depreciating, or inflated, 
interest rates will grow higher and __ higher. This 
simple truth was characterizing the inflationary period in 
China, for shockingly high scales of interest formed one 
of the spokes in the vicious wheel rotating and whirling 
around the realm of Chinese economics during the lengthy 
period of financial stress. This unfavorable symptom is 
but a natural consequence of the breakdown of the regula- 
tory financial machinery. In 1940 the author was told by 
a tradesman in Shanghai that he needed a comparatively 
small loan in Chinese dollars, but that he had to abstain 
from realizing his plan, because the lender demanded the 
return of double the amount at the close of one year. 
Such a usurious request caused his intense disgust. How- 
ever, if one had reviewed the position after the expiration 
of one year, it would have been plain that the lender would 
have been the loser. 


So, people asked: - 
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In another place mention is being made of the damage 


caused in China to the possibility of successfully competing 


in industry and commerce in face of exorbitant rates of 
interest. Therefore it will not be necessary to dwell here 
on the damage occasioned to enterprise by excessively 
elevated interest rates as a consequence of the Chinese 
monetary inflation. Only some instances are being cited 
here for the sake of record and completeness. 


In the summer of 1946, the Central Bank of China’s 
nominal re-discount rates remained at CNC $0.60, while 
call-loans then were quoted at CNC $0.50 per $1,000 per 
day. The discount rates of Chinese Commercial Banks re- 
mained at 15% per month. Simultaneously, black market 
rates fluctuated between 12 and 18%, rising up to 25% per 
month by the close of August, 1946: 


With the depreciation of the CNC $ interest rates 
mounted. Government saw fit to advance to factory owners 
in 1947 large sums at comparatively low rates of interest. 
Unfortunately, many of the beneficiaries used such loans 
for either speculating on the Shanghai Stock Exchange, or 
for buying cargo with the intention of holding same for 
higher market prices. Or, finally, for lending such funds 
to others at much higher interest rates. All these factors 
contributed largely to a rapidly mounting cost of living 
index. 


In the second half of June, 1948, open market rates 
of interest stood at 2% per diem (= 730% per annum). By 
the middle of July, 3% per day was demanded and obtained 
(= 1.095% per year, not counting compound interest). 


The Joint Head Office of the Four National Banks, in 
July, 1948, approved a scale of interest which had been 
prepared by the Central Bank of China. Such rates were 
to be flexible, undergoing adjustment in the scale of interest 
ruling the re-discount loans to be granted to Chinese com- 
mercial banks. At that time the latter paid re-discount 
interest at the rate of 24% per mensem. 


Curb interest rates, which prevailed in the open market 
at Shanghai during 1948, were tabulated by the “China 
Economist” of January 17, 1949, and are stated here: 


Curb interest CurB interest 


1948 per month 1948 per month 
Jan. 24 60— 90 % 
24 % 6 % 
23 % ods 9 % 
25 % 20— 24 % 
24 % 42— 60 % 
aks tas 42 % ink 60— 90 % 


On April 13, 1949, the Shanghai money market was 
so tight that the unheard of rate of 30% per day (i.e. 900% 
per month) was charged in the way of interest in the black 
market. Temporarily, the money market was strangled to 
such an extent through forced sale of gold by the Central 
Bank of China. However, this selling policy, though carried 
out spasmodically for a lengthy period, and often involving 
immense amounts, could no more save the paper currency 
from its foreordained death sentence. 


Toward the close of April, when the Gold Yuan currency 
was on its death bed, as much as 100% interest per diem 
was asked and paid in Shanghai. 
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BANKNOTES THE 
IN. CHINA 


A review of the inflationary movement in China would 
remain incomplete without reference to the issue and circu- 
lation of paper money. 


Just before the war of resistance (1937) the circula- 
tion of CNC $ in China amounted to $1,400,000,000. By 
the beginning of 1948 it had reached CNC $28,000,000,000.- 
000; by the end of May 1948, it had advanced to 
CNC $135,000,000,000,000, and on the eve of the _ ill- 
sponsored currency reform of August 19, 1948, 
climbed to CNC $600,000,000,000,000. 


When World War II came to a close (August, 1945) 
China’s note circulation was estimated to have aggregated 
CNC $400,000,000,000, representing an increase of about 
286 times, after the lapse of eight years of fighting. From 


INFLATION 


then on the rate of augmentation displayed a more vivid 


velocity, as is shown by the following tabulation :— 


Date CNC $ 

3,700,000,000,000 
veel ves 10,000 ,000,000 ,000 


August, 1948 600,000,000,000 ,000 


The foregoing estimates do not include the issuance 


of Taiwan (Formosa) dollar banknotes, nor Sinkiang (Tur-— 


kestan) dollars, nor Northeast (Manchuria) fiat money. 
The Shanghai “Monthly Report” of July 31, 1948, com- 
mented on these figures by pointing to the momentum in 
the rate of increase and by styling the avalanche as alarm- 
ing. 


As of December 31, 1948, the issue of Gold Yuan 
notes was estimated at GY 20,000,000,000. If this surmise 
was correct, the total would have been equivalent to CNC 
$60,000,000,000,000,000, representing a hundred-fold rise 
in the volume within the last three-and-a-half months. 


The introduction of the Gold Yuan currency on August 
19, 1948, necessitated the withdrawal of the former fa-pi 
(legal tender) paper money from circulation. According to 
the “Ta Kung Pao” of October 9, 1948, the Central Bank 
of China had by then collected CNC $250,000,000,000,000. 
inclusive of Manchurian notes, for sale to paper factories 
and for conversion there into pulp. According to an AP 
cable from Tsingtao, dated July 19, 1948, the power plant 
at Tsinan (capital of Shantung), due to shortage of fuel, 
saved several days of coal by burning huge quantities of 
Chinese fa-pi notes, mostly of small denominations. In 
the summer of 1948, fifty new and additional printing 
presses had arrived at Shanghai for the further pro- 
duction of paper money. Of the 7,000 workmen then 
engaged in printing fiat money 4,000 were working on be- 
half of the Central Printing Press, and 3,000 for private 
establishments, like the Ta Tung, Ta Yeh and the Chung- 
hwa Book Co. In the course of about six months not less 
than 10,000 tons of banknote paper were ordered by China 
from the United States. 


Due to the very rapid acceleration in the issue of 
banknotes, ordinary denominations proved insufficient for 
mercantile needs. Therefore large values had to be put into 
circulation by the middle of July, 1948, namely Customs 
Gold Units 10,000, 25,000, 50,000 and 250,000. As 1 CGU 
was counted as 20 CNC$, this meant that the highest de. 
nomination represented CNC$5,000,000. 


it had 
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On August 21, 1948, the then Minister of Finance, 
Wang Yun-wu, stated that the total issue of fa-pi notes 
could be recalled at the then prevailing rate of exchange 
with US$60,000,000. At about the same time it was learned 
that the paper and printing of Chinese fiat money during the 
past eight months cost about US$80,000,000, which figure 
therefore exceeded the value of the notes under considera- 
tion. 


According to the vernacular “Fei Pao”, the total issue 


- of banknotes by the close of January, 1949, was around 


GY 60,550,000,000, but by February 16, it had risen to about 
GY 80,000,000,000. Thus it was estimated that by the end 
of February, 1949, the note circulation had risen to GY 
100,000,000,000. As to semi-official statements, one can 
refer to the claim of a spokesman for the Ministry of 
Finance at Canton, made about January 20, 1949, that the 
total issue of paper money aggregated GY 20,000,000,000. 
Three days thereafter, acting President Li Tsung-jen told 
the press at Canton that the total volume of Chinese fiat 
money could be squared with US$20,000,000. At the then 
prevailing black market rate this sum was equal to 
GY 40,000,000,000. 


In his report to the Legislative Yuan Dr. S. Y. Liu, the 
Minister of Finance and concurrently Governor of the Cen- 
tral Bank of China, made in the beginning of April, 1949, 
stated that China owned gold, silver and foreign exchange, 
valued at US$200,000,000. The assets, he asserted, would 
be dumped on the market and should last for one year. 
According to Mr. Liu’s statement, the total issue of Gold 
Yuan notes by the end of March, 1949, was Gold Yuan 
200,000,000,000. At the then prevailing market rate, one 
could have redeemed this total note issue with US$10,000,- 
000. 

It might be recalled that, only a few short months ago, 
the total authorized issue of Gold Yuan notes would not ex- 
ceed GY 2,000,000,000, but 63 months thereafter circulation 
stood at GY 200,000,000,000. This result is a terrible in- 
dictment against the Government, and certainly not an 
accomplishment. Neither is the Minister of Finance’ state- 
ment to be taken seriously regarding the possibility of 
redemption of the entire huge note issue with 10 million 
American dollars. Any attempt to redeem the notes would 
have been the signal for a radical increase in the rate of 
exchange. 

After having occupied Nanking (April 24, 1949) and 
the entire territory north of the Yangtze, the Communist 
army entered Shanghai on May 25, 1949. Almost im- 
mediately General Chen Yi, the Communist commander and 
administrator of Shanghai, took over the Central Bank of 
China. Simultaneously he announced that all Nationalist 
currency would be outlawed after June 5, 1949, and be re- 
placed by the notes issued by the People’s Bank, known as 
Jen-Min-Piao. 

Due to the rapidly bouncing cost of commodities, the 
printing presses could no more keep pace with actual re- 
quirements. On April 30, 1949, notes calling for Gold Yuan 
100,000 appeared in Shanghai; and on May 6, 1949, paper 
money in denominations of GY 500,000 was first issued. 
This coincided with the refusal by the majority of people 
in China to handle any more of this discredited fiat money. 


POLITICAL REPERCUSSIONS 


In considering the foregoing factual evidence, it must 
become painfully evident that China’s paper currency had 
become unmanaged and unmanageable. Chinese money, 
after having been torn from its anchorage, caused frighten- 
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ing feelings amongst the entire nation. For many months 
the mounting inflation spiral overshadowed all other events 
within the country. Unfortunately, the Chinese Govern- 
ment proved fantastically unwilling, or totally incapable, to 
live up to its historic opportunity. The team in charge of 
China’s economic affairs at that time divulged no name of 
fame., In fact, there was an array of anti-talent, the selec- 
tion of which is difficult to fathom. 


The exhaustion of China after eight years of war had 
been enormous; and the disruption of the media of ex- 
change, and the channels of commerce, had been so general 
and extensive that there appeared no alley leading out from 
impenetrable chaos. Inflation begets corruption, for honest 
officials have to starve. People with fixed salaries, like 
teachers; government servants and soldiers were in the 
worst possible position. 


It is a notorious and undeniable fact that regimental 
commanders, when receiving payment in liquidation of their 
soldiers’ rations, very frequently employed those funds for 
either lending them out for short loans at phenomenal rates 
of interest, or else used the fiat money for speculating on 
the Shanghai Stock Exchange. When, after a week or two, 
they disbursed the wages among their subordinates, the 
value of the money had declined to a shocking extent. These 
facts, which were openly discussed in the daily press at 
Shanghai, were bound to breed acute dissatisfaction amongst 
the soldiers who then were notoriously undernourished. 


Under such circumstances it will be comprehended that 
the huge standing armies had neither the stomach, nor the 
desire, to fight. Here is found one of the keys to the passive 
attitude of the country’s morose professional defenders who 
went over to the advancing Red armies, thus being respon- 
sible in part for the fearful debacle suffered by Nationalist 
China. Under such circumstances it will become distress- 
ingly obvious that the frightful cataclysm sustained by the 
rightful Government was in the largest measure occasioned 
by financial meddling and muddling. 


When the Kuomintang authorities were on their flight 
to Canton as a temporary haven of refuge, they issued a 
moderate quantity of banknotes, styled Silver Certificates. 
These were redeemable against silver dollars, a procedure 
which was recognized by the sponsors of the emission, as 
absolutely essential in view of past experience. Holders of 
such Silver Certificates when encashing the paper against 
metal, were invariably obtaining prompt redemption. Yet, 
the public, forewarned by ghastly previous experience, was 
so untrusting that it would not conserve those redeemable 
notes overnight. 


Toward the end of the false ‘gold yuan’ period, the 
authorities attempted to smooth the rough waves by throw- 
ing sizable quantities of gold bars on the market. The gold 
was eagerly swallowed by the spraying waves, but the situa- 
tion remained unaltered, namely a complete loss of trust in 
official promises. This enigmatic tinge speaks volumes. 


When we turn the pages of ancient Chinese history, 
we come across observations which, for their penetrating 
analysis and objective evaluation, deserve extensive sum- 
mary. In this respect it will be recalled that when the 
ominous termination of the rule over China came, at least 
three powerful dynasties succumbed to the consequences 
of pertinacious inflation, namely The Sung dynasty, the 
Mongol Yuan dynasty and the Mings dynasty. 


Said Confucius: “Settle one difficulty, and you keep a 
hundred others away.” | 
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THE JAPANESE ELECTRIC WIRE 
AND CABLE INDUSTRY 


History 


The Japanese electric wire and cable industry, which 
had shown by the 1880’s an embryonic sign of modern pro- 
duction by devising machines for covering wires and cables 
with cotton and silk and by using imported braiders, rapidly 
assumed the full status of a capitalistic industry in the wake 
of the development of the electric light, telegraph and tele- 
phone enterprises after the Sino-Japanese War (1894-95). 
In the technical aspect, too, there was advancement, with 
rubber-insulated lead covered wires (power cables and com- 
munications cables) being produced as early as the beginning 
of the twentieth century. It goes without saying that this 
rapid development of the Japanese electric wire and cable 
industry was due in large measure to the sharp expansion 
of the electric wire and cable market brought about by 
liberal state aid accorded to the electric power enterprise 
as a key industry. In this conjunction, however, it cannot 
be overlooked that the industry, as processors of copper, 
which Japan is fortunate enough to possess in a relatively 
large quantity, was given strong support by those copper 
producers who already possessed great financial strength. 
This fact distinguished the Japanese wire and cable industry 
from that of other countries, where, in many cases, the 
industry developed as an accessory of the telecommunica- 
tions industry and constituted a branch of the diversified 
operations of the electrical machinery industry. 


World War I provided the Japanese electric wire and 
cable industry, which theretofore had depended on the 
domestic market for its growth, with an opportunity to enter 
the world market, and the industry succeeded in the 1920's 
in the manufacture of high voltage power cables, GP sub- 
marine cables, aluminum cables steel reinforced (hereinafter 
simply referred to as ACSR), ete. In consequence of the 
great depression which hit Japan in 1929, a large number 
of makers in this line went out of existence, and the wire 
and cable manufacturing business was concentrated in the 
hands of Zaibatsu combines. Stimulated by the develop- 
ment of South Manchuria and North China subsequent to 
the outbreak of the Manchurian Incident in 1931, and by 
the growth of Japanese heavy industries, the domestic wire 
and cable industry made great strides, with the large manu- 
facturers playing a pivotal role. 


Owing to the shortage of copper and various other 
materials and supplies, the production of electric wires and 


TABLE I 
VOLUME OF SALES OF JAPANESE ELECTRIC WIRES AND 
CABLES IN THE PREWAR AND POSTWAR PERIODS 
(Quantities in metrie tons of copper) 


Year Domestic sales Export sales Total 
set 59,021 125 59,146 


1954 (Jan.-May) 


Source: Data compiled by the Electric Wire and Cable Industry Assn. 


36,330 


37,978 


cables during the Pacific War (1941-45) dwindled and there 
was deterioration of quality of products. However, since 
the principal manufacturers fortunately sustained little war 
damage, the postwar recovery of the industry proceeded at 
a relatively quick tempo in response to the rising postwar 
rehabilitation demand. But in 1949 production was brought 
to a standstill for some time by a series of economic stabi- 
lization measures, including a balanced fiscal budget. 


Table I shows the sales of Japanese electric wires and 
cables in the prewar and postwar periods. 


Present Status 


A. Production 


The changes in the production of Japanese electric 


wires and cables, by items, in recent years are shown in 
Table II. 


In reflection of the industrial activity engendered by 
the Korean war boom, as well as brisk investments in equip- 
ment, the production of electric wires and cables in 1951 
registered a postwar high of 85,000 metric tons in terms 
of copper, an increase of about 44% over the 59.000 tons 
(metric: the same hereinafter) of the preceding year. 
Itemwise, with the exception of the production of com- 
munications cables which levelled off in 1951 at about the 
same level as that of the preceding year, the output of 
rubber-insulated wires, cotton-covered wires, magnet wires 
and power cables increased substantially by 20-70% over 
the preceding year. A sharp upswing in exports brought 
about an increase of some 60% in the production of bare 
wires. Even after the turn of 1952, production continued 
satisfactory on the whole, and exports of bare wires further 
increased, spurred particularly by the rising international 
price of copper. However, when the general business con- 
ditions levelled off further at the end of the second half of 
1951, the production of rubber-insulated wires and cotton- 
covered wires began to dwindle from their peak production. 
Notwithstanding some increase in the output of communica- 
tions cables, producers were forced to make some cutback 
in the production of magnet wires and power cables, with 
the result that the total volume of production amounting to 
81,000 tons showed a slight decrease from the preceding 
year. This softening undertone of the second half of 1952 
continued into the following year, which, combined with the 
delay in the coming into force of the 1953-54 fiscal budget, 
caused stagnation in the first half of 1953. In the second 
half of the year, however, there arose demand originating 
in the Telegraph and Telephone Public Corporation and 
electric power resources development projects. In conse- 
quence, electric wire production showed a highly encourag- 
ing sign of activity. Despite the substantial cutback in the 
production of bare wires caused by decreased exports, 
the total output for the year reached 85,000 tons. Produc- 
tion continued at a high level in the first half of 1954 as 
well, but the adoption of a deflationary economic policy by 
the Japanese Government at the end of last year has induced 
the Telegraph and Telephone Public Corporation, the Elec- 
tric Power Development Company and other industrial cor- 
porations to hold off or postpone the purchases of electric 
wires and cables. Production, which had hit the peak of 
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TABLE II 
PRODUCTION OF JAPANESE ELECTRIC WIRES AND CABLES, BY ITEMS AND YEARS 
(In metric tons) 


Calendar years 


1950 1951 1952 1953 1954 

Item _ Total Monthly Total Monthly Total Monthly Total Monthly Total up Monthly 

, average average ‘ average average to June average 

22,091 1,841 34,877 2,906 38,372 3,198 27,502 2,292 16,186 2,698 
Weather-proof wires and 

imemiated wWires® = ...ccccces 20,905 1,746 27,354 2,280 22,080 1,841 26,044 2,171 15,580 2,597 

Cotton-covered wires  ...... 7,754 646 4,491 749 

Rubber-insulated wires p 14,406 1,201 8,345 1,391 

Polyviny]! chloride-insulated 

don 3,884 324 2,744 457 

9,278 773 13,461 1,121 12,425 1,035 16,618 1,385 9,088 1,515 

tae 2,363 197 3,872 323 2,683 224 3,140 262 1,835 306 

ition ehien  ..... 5,257 438 5,599 467 6,320 527 10,167 847 6,311 1,052 

motel for copper wires ........ 59,940 4,995 85,216 7,101 81,838 6,824 83,471 6,956 49,000 8,168 

Ee 2,423 202 3,465 289 2,712 226 5,492 458 2,532 422 


* By revision in 1953 of the statistical method, the products shown therefore under the category of “Weather proof wires and rubber-in- 


sulated wires” 
wires’’. 


Note: 


came to be classified into three groups, viz., 
Therefore, the figures are shown merely for convenience of comparison between the calendar years concerned. 

Types of wires and cables included among the classified items: 

Cotton-covered wires—Cotton-insulated wires, Camblic wires, miscellaneous insulated wires, etc. 

Rubber-insulated wires—Ordinary rubber-covered wires, cords, rubber-insulated lead-covered wires, and cab tires. 

Polyvinyl chloride-insulated wires—PVC, PVC sheaths, synthetic rubber-covered wires and other-~ specially-insulated electric wires. 
Magnet wires—Cotton-covered magnet wires, silk-covered magnet wires, paper-covered magnet wires, enamelled magnet wires, 
polyvinyl] formal and other magnet wires. 

Communications cables—Cables installed at urban, suburban and carrier stations, submarine cables, PVC communications cables 
and polyetherene communications cables. 

Power cables—Belt-type paper-covered cables, SL-type cables and other cables. 

Bare wires—Round wires, electric car wires, flat-type copper wires, copper stranded cables, copper braided wires, copper alloy 
wires, copper welded wires and copper rods. 

Aluminum wires—Aluminum wires and ACSR. 


“Cotton-covered wires, rubber-insulated wires and polyvinyl chloride-insulated 
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Source: Data compiled by the Research and Statistical Dept., International Trade and Industry Minister’s Secretariat. 
TABLE III 
PRINCIPAL JAPANESE MAKERS OF ELECTRIC WIRES AND CABLES 
(As of August 31, 1954) 
Sales during Relations with copper producers 
Head Capital stock the last No. of Principal suppliers 
Company Office Plant (Y1 million) Products six months employees Principal of electrolytic 
(Y1 million) shareholders copper 
Furukawa Denki 
Kogyo K.K. ...... Tokyo Nikko 3,000 Electric wires and cables, 9,440 6,332 Furukawa Furukawa Kogyo 
Yokohama rolled copper products, Kogyo K.K. K.K.® 
Amagasaki rolled light alloy products (supplies ore) 
and metal products ‘ 
Sumitomo Denki 
Kogyo K.K. ...... Osaka Osaka 2,000 Electric wires and cables, 7,809 4,374 Sumitomo Kinzoku 
Itami piano wires and others, Kogyo K.K. 
Nagoya special metal wires and 
super-hard alloy tools 
Fujikuru Densen K.K. Tokyo awe 960 Electric wires and cables 3,889 1,899 Dowa Kogyo K.K.** 
umazu 
Showa Densen 
Denran K.K. .... Kawasaki Kawasaki 500 Electric wires and cables 3,014 1,315 Nippon Kogyo K.K. 
7 and Mitsui Kinzoku 
K.K. 
K.K. Hitachi 
Seisakusho _......... Tokyo Hitachi and 4,400 Electrical machinery, indus- 28,559 26,746 -Nippon Kogyo K.K. 
16 other trial machinery, rolling 
plants stock, communications 
equipment, electric wires 
and cables and other 
general machinery 
Dainichi Densen K.K. Amagasaki Amagasaki 400 Electric wires and cables 2,883 1,226 Mitsubishi Mitsubishi Kinzoku 
Wakayama Kinzoku K.K. K.K. 
Nippon Densen K.K. Tokyo Tokyo 350 Electric wires and cables 1,764 909 Nippon Kogyo Nippon Kogyo K.K. 
Kawasaki K.K. 


* Furukawa Denki Kogyo K.K. carries on the refining of ore purchased from Furukawa Kogyo K.K. 
and Fujikura Densen K. 


** Dowa Kogyo K.K. 


9,200 tons in April, declined sharply to 7,400 tons in May 
Most conspicuous of all was the 
drop in the output of rubber-insulated wires and magnet 


and to 7,000 tons in June. 
wires. 


B. Production Structure 


K. jointly established in the postwar period Higashi Nippon Yodo K.K. for processing the 
electrolytic copper supplied by the former into copper rods for supply to the latter. 


manufacturers, namely, Furukawa Denki Kogyo K.K., Sumi- 
tomo Denki Kogyo K.K., Fujikura Densen K.K., Showa Den- 
sen Denran K.K., K.K. Hitachi Seisakusho, Dainichi Densen 


K.K., and Nippon Densen K.K., which together account for 


70% of the total national output. 


Table III gives a rough 


outline of the operating scale of these seven leading manu- 
facturers of electric wires and cables. 


There are at present in Japan more than two hundred 


companies engaged in the production of electric wires anl 
cables, but production is concentrated in the seven leading 


TA 


As may be noted from Table IV, the concentration of 
production in these manufacturers has tended to increase 


fs 
sl 
w 
in 
oO] 
Ct 
i 
p 

t 
a 
fi 
i 
i] 

— 


May 26, 1955 


to a considerable degree during the last one year. Two 
factors responsible for this phenomenon may be cited: (1) 
since 1952 the softening of demand has resulted in the 
weeding out of small-scale manufacturers engaged chiefly 
in the production of rubber-insulated wires and _ cotton- 
covered wires, and (2) the expanded demand for chiefly 
communications cables and power cables, for the production 
of which small-scale manufacturers are unfit, has been con- 
centrated in the hands of large-scale manufacturers. Ac- 
cording to the annual bulletin published by the Electric 
Wire and Cable Industry Association, the total amount of 
orders placed with the seven leading manufacturers in 1953 
increased by 15,545 tons, whereas the amount of orders 
placed with all other makers decreased by 1,489 tons. 


TABLE IV 
PERCENTAGE SHARE OF PRODUCTION BY THE SEVEN 
LEADING: JAPANESE COMPANIES AGAINST THE 
TOTAL OUTPUT OF ELECTRIC WIRES AND 
CABLES* DURING THE OCTOBER-DECEMBER 
QUARTER OF 1952 AND 1953 


October-December 
quarter of 1952 


October-December 


Item quarter of 1953 


% % 

Weather-proof wires and 

rubber-insulated wires 49.3 60.7 
50.0 60 .6 
Power cables .......... 98.4 96.7 

Communications cables 98.8 98.1 - 
Aluminum wires’ 100.0 100.0 


* Represents the total for all member companies of the Electric 
Wire and Cable Industry Assn. Hence their percentage share 
against the total national output would be slightly less than 
the given figures. Since, however, the percentage share of 
the member companies against the total national output exceeds 
95%, there is no great discrepancy from the actual percentage. 


Data compiled by tthe Electric Wire and Cable Industry 
Assn. 


Source: 


Generally speaking, inasmuch as the processing opera- 
tions in making cotton-covered wires, rubber-insulated wires 
and enamelled wires do not necessarily require large-scale 
fixed equipment, these products can be sufficiently turned 
out even by small-scale manufacturers, whereas the process- 
ing operations in making core wires from copper melting 
involves a large amount of capital. Such being the case, 
apart from the seven largest manufacturers, there are in 
Japan only a handful of manufacturers, including Tatsuta 
Densen K.K., Nishi Nippon Densen K.K., Daiichi Denko K.K., 
Tsuda Densen KK. and Osaka Yakin K.K., which carry on 
integrated production from copper melting down to wire 
covering. All other manufacturers are engaged only in 
processing operations with core wires supplied by such in- 
tegrated manufacturers. The volume of core wires sup- 
plied by such integrated makers in 1953 was 12,474 tons, 
being only 15.6% of the annual output of electric wires 
and cables amounting to 78,899 tons. 


A recent phenomenon worthy of note is a movement 
among large-scale and small-scale manufacturers to streng- 
then their fixed ties with respect to the demand and supply 
of core wires. This movement is being made by integrated 
manufacturers in an effort to bring into their fold com- 
paratively efficient covered-wire manufacturers with a view 
to ensuring the stable sale of core wires in order to cope 
with the depression which has narrowed the market and 
aggravated the financial standing of those small-scale manu- 
facturers who buy core wires. 


As stated already in the section dealing with the history 
of this industry, many of the manufacturers in this line had 
maintained financial ties with copper producers. since the 
outset of the industry. After the cessation of the Pacific 
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conflict, these relations have been revived, and some manu- 
facturers have newly established such relations. As _ indi- 
cated in Table III, the large financial resources of copper 
producers have served as a strong prop for the postwar 
recovery of the Japanese wire and cable industry and for 
its acquisition of modern equipment. From the standpoint 
of stabilizing sales channels, it is also important for the 
copper producers to have a firm grip of electric wire and 
cable manufacturers who account for some 70% of the total 
domestic demand for electrolytic copper. Thus the Japanese 
wire and cable industry may be said to be under the control 
of copper producers. Internally, there is also a trend 
toward the alignment of large-scale manufacturers with 
small-scale manufacturers through the supply of core wires. 


Trend of Demand 


The establishment in January 1947 of the Reconver- 
sion Finance Bank contributed a great deal toward the 
rehabilitation of the war-shattered Japanese economy, 
particularly the postwar recovery of the so-called four key 
industries—electric power, shipping, iron and steel and coal 
industries. The recovery of these four key industries, to- 
gether with the slight wartime damage done to the produc- 
tion equipment owned by the wire and cable manufacturers, 
made it easy for the industry to stage a comeback. How- 
ever, affected by the adoption in 1949 of a series of anti- 
inflationary measures by the Japanese Government, such as 
the abolition of the Reconversion Finance Bank, the institu- 
tion of a balanced fiscal budget and the establishment of 
a single exchange rate, the domestic demand for electric 
wires and cables sagged thereafter. The result was that the 
wire and cable manufacturers were obliged to carry out 
rationalization and modernization of their operations, pin- 
ning hopes on the promotion of exports. It then happened 
that the Korean war broke out in 1950, and with special 
procurement demands and exports as priming water, there 
was brisk domestic demand for electric wires and cables 
increased. Besides, there were special procurement de- 
mands and a further increase in exports. Because of the 
rising demand in the second half of 1950. the amount of 
orders received during the whole year reached 75,000 tons, 
an increase of 27% over the 59,000 tons of the preceding 
year. As stated before, the output for 1951 showed a 
sharp increase. 


We shall hereunder analyze briefly the recent market 
trend under two sections: (A) domestic demand and (B) 
exports. 


(A) Domestic demand:—The sources of demand for 
electric wires and cables are very numerous, but the demand 
from the National Railways (for the electrification of rail- 
ways), Telegraph and Telephone Public Corporation (for 
communications and telephone services) and electric power 


companies accounts for the major proportion of the total 


demand. In view of the fact that the demand from these 
sources has the strong tinge of Government demand, it may 
be said that the Japanese electric wire and cable industry 
tends to be more affected by the Government’s economic 
policy than by the business cycles. 


The trend of the domestic demand, by industries, is 
shown in Table V. In addition to the increased demand 
from the textile, iron and steel and construction industries, 
there was in 1950 an overall increase in the demand, stimu- 
lated by the following factors: (1) the great strides made 
in the National Railways’ electrification plan, (2) commence- 
ment of development projects by the electric power industry 
and (3) improvement in general equipment investments in 
the machinery industry. Further, in the second half there 
were added Korean special procurement orders. In 1951 
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the amount of orders for cammunications apparatus and 
machinery, placed chiefly by the Telegraph and Telephone 
Public Corporation, increased so much that the total volume 
of domestic demand showed a gradual gain, despite the de- 
crease in the demand from the electric power industry. 
With the turn of 1952, however, the domestic demand, 
affected by the slackening off of the industrial boom and the 
stagnation of demand from such large consumers as the 
Telegraph and Telephone Public Corporation, National Rail- 
ways and electric power companies, hit the ceiling and there- 
after the levelling-off trend kept on deepening up to the 
first half of 1953. In the second half of 1953, however, the 
electric wire and cable industry turned brisk again. Though 
this pickup was due in part to the improvement in the 
general situation bringing about a rising demand for all 
types of electrical machinery and tools, induced by increased 
domestic purchasing power, it was due in large measure to 
the fact that the Telegraph and Telephone Public Corpora- 
tion started in July 1953 to implement its five-year ex- 
pansion program and to the fact that the first-year con- 
struction works under the five-year electric power develop- 
ment plan were commenced. Besides orders for electric 
wires and cables, orders for various types of electrical 
machinery and tools were also placed by these two groups 
of consumers. In consequence, there was a sharp upsurge 
in the demand for wires from the communications, electric 
power and machinery lines which three are the principal 
consumers of wires and cables. Thus the slump _ in the 
domestic demand in the first half of 1953 was entirely 
covered by the favorable tone in the second half of the 
year. Not only did the Japanese wire and cable industry 
record for the year a postwar high of 73,000 tons in the 
volume of orders received, but it also enjoyed sales of 
72,000 tons, a high next to the 1937 record of 75,000 tons. 


TABLE V 


DOMESTIC DEMAND FOR ELECTRIC WIRES AND 
CABLES, BY INDUSTRIES 


(In metric tons) 


Industry _ 1950 


1951 1952 1953 

Overland transportation ........ 4,525 4,066 4,143 3,802 
Marine transportation 1,079 1,261 715 745 
Communications f6bbbsavidccedde 7,082 9,851 8,466 14,110 
12,503 15,211 14,990 21,201 
I 1,160 1,244 1,097 1,026 
Agriculture and Forestry ........ 329 294 313 79 
862 1,353 1,698 3,219 
National Safety Board ........... 0 0 141 116 
ae 1,869 2,538 874 1,699 
75,597 81,070 71,456 78,196 


Source: Data compiled by the Electric Wire and Cable Industry Assn. 


The high level of the domestic demand enabled the 
manufacturers to maintain satisfactory production up to 
April 1954, but the adoption by the Japanese Government 
of a series of economic stabilization measures, including a 
tight money policy and cutbacks in fiscal investments and 
loans led to the gradual decline in the domestic demand. 
Hit by the adverse effects of the postponement of construc- 
tion works for the Telegraph and Telephone Public Corpora- 
tion and for those related to electric power development 
projects, which two sources had provided the manufacturers 
with orders for brisk operations since the preceding year, 
the wire and cable market has softened of late again. 


(B) Exports:— The Japanese wire and cable industry 
already had made a prewar export record of 26,000 tons 
in 1935, which accounted for 37.8% of the total shipments 
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of output. Since the bulk of the exports, however, were 
made to Korea, Manchuria and China, the postwar loss of 
Japanese influence in these areas constituted the greatest 
cause of sluggish exports of wires and cables in the postwar 
period (See Table I). 


Subsequently, in 1949 exports sharply expanded be- 
cause of the heightened zeal on the part of the manufac- 
turers to increase exports to cover the poor domestic de- 
mand. In addition to this, the outbreak of the Korean war 
in 1950 stimulated active purchases from abroad, and ex- 
ports increased so markedly that the export volume during 
the year reached 17,000 tons, or 22.9% of the total ship- 
ments. In 1951 there was an improvement in the domestic 
market conditions, but exports dwindled to some extent. 
The amount of exports did not increase much throughout 
1952. Since the turn of 1953, the business conditions be- 
came suddenly aggravated, and the annual volume of 
exports declined to as low as 2,000 tons. By the, bonded 
warehouse system for electrolytic copper adopted at the end 
of last year, exports have increased somewhat since then, 
but have been no more than 500-600 tons in volume on a 
monthly basis, or about half the monthly export volume in 
1952. 


With respect to the movement of exports in the post- 
Korea period, the international scarcity during the period 
of electrolytic copper, the principal material for wire and 
cable production, should not be overlooked. This can be 
well understood from Table VI showing an overwhelming 
percentage of exports of bare wires in 1951 and 1952, the 
production of which requires little processing. When the 
international decline in the demand for electrolytic copper 
occurred towards the end of 1952 and the International 
Materials Conference took action in February 1953 to 
suspend the international allocation of electrolytic copper, 
the situation was reversed. And yet, whereas competition 
for exports of electric wires and cables was intensified by 
the re-entry of Britain and West Germany, and whereas, 
with the revival of a free market, the international price 
of electrolytic copper dropped to the thirty-cent-per-pound 
level, the domestic price of electrolytic copper remained 


at the forty-cent-per-pound level (See Table VII). This 
TABLE VI 
JAPANESE EXPORTS OF ELECTRIC WIRES 
AND CABLES, BY KINDS 
(Quantities in metric tons of copper and amounts 
in millions of yen) 
Kind 1951 1952 1953 

Copper Amount Copper Amount Copper Amount 
12,110 4,904 14,130 5,929 1,251 425 
Weather-proof wires . 217 261 406 359 326 265 
Magnet wires ...... 162 84 164 87 105 55 
Power cables ....... 90 107 105 143 112 100 

Communications 
120 114 144 251 91 99 
12,699 5,470 14,949 6,768 1,885 944 
Aluminum wires .... 62* 45 61* 34 32* 17 

* Weight of aluminum. ° 

Source: Data compiled by the Electric Wire and Cable Industry Assn. 


TABLE VII 


CHANGES IN THE PRICE OF ELECTROLYTIC 
COPPER IN JAPAN 


(Yen prices per metric ton) 
Year and month Quotation Dealers’ price 
at mines High Low 


February 1950 132,500(16.7) 120,000 (15) 


February 1951  ...... 4 250,000(31.4) 275,000(34.6 260,000(32.7) 

February 1952  ........ 340,000(42.7) 340,000 (42.7) 

February 1953  ........ 340,000 (42.7) 330,000(41.5) 327,000(41) 

“ 320,000(40.3 290,000(36.6 285,000 

Note: 


Figures enclosed in parentheses represent approximate price 
in cents per pound. 


Source: Data compiled by the Electric Wire and Cable Industry Assn. 
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; high cost of electrolytic copper blocked the conclusion of scale construction works in its five-year telephone expan- 
st export contracts and eventually led to the sharp decline in’ sion program and that priority in the electric power deve- 
ir Japan’s exports of electric wires and cables in 1953. lopment projects would be _ shifted from. electric power 
In view of this situation and to cope with the cir- S%eneration to electric power transmission construction 
6s cumstances under which the Japanese copper producers works. In reality, however, the change in the Japanese 
i could not speedily bring down the domestic price of electro. Government's policy gave rise to the holding off of purchases 
“] lytic copper to the international level by reason of the by the Telegraph and Telephone Public Corporation and the 
a superannuation of mining equipment and the sharp hike in P0Stponement of construction works of electric power com- 
i. wages after the Korean flareup, a bonded warehouse system  P2#"!€S, which fact has in turn brought about stagnation of 
g was instituted for the electrolytic copper needed by the elec- business in the electric wire and cable industry far earlier 
a tric wire and cable industry. By enabling the manufac- than expected. 
a turers to procure electrolytic copper at the international As for the future prospect of demand, even though the 
t. price level, this system helped to increase exports to some industry may anticipate a large volume of demand from 
+t extent. Towards March 1954, however, exports were brought the Telegraph and Telephone Public Corporation, electric 
- to a standstill by the intensification of international com- power companies and the National Railways (for the achiev- 
f petition. But after August because of the increase in the ment of its electrification plan) as far as their blueprints 
d stocks of electrolytic copper in the hands of domestic pro- are concerned, the probability is high that the placement 
d ducers, this commodity was offered at a special rate which of orders will be delayed. As it seems hardly possible for 
L, was not higher than the international price. On the other the manufacturers to anticipate such a concentrated inflow 
a hand, the price of copper in the European area, including of orders as they had received in the second half of last 
n Britain, is reported to be on a slightly rising trend. As the year and, furthermore, as it is possible that industrial in- 
result of some improvement in the export conditions, the vestment activity might decline more than ever, there is a 
u amount of orders for export is on the increase, but it seems strong likelihood that the domestic demand for electric 
j correct to regard this situation as a temporary phenomenon’ wires and cables will remain stagnant for some time to 
] both at home and abroad. come. Such a stagnant trend in the domestic demand is 
p The export markets for Japanese wires and cables are bound to intensify competition among the manufacturers. 
. given in Table VIII. There was a temporary increase in 1 2#!! probability, small manufacturers will be weeded out, 
2 exports to Europe in 1951 and 1952, which was due to the 2"4 this process will result in heightening the concentration 
D worldwide difficulty in procuring electrolytic copper, as of business in large manufacturers, and the strengthening 
r stated before, which background accounted for the increase 1 ties between copper producers and electric wire and 
] in exports of Japanese electric wires and cables. However. cable manufacturers and between integrated manufacturers 
) the Southeastern Asian countries have been the principal and cover processors will proceed side by side at the same 
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markets, and since the end of last year the Central and 
South American countries, especially Brazil, have been 
looked upon as important potential markets. In reflection 
of the rise in the price of electrolytic copper in Europe, 
trade talks are now in progress between Japanese manufac- 
turers and European buyers. Meanwhile, long-awaited 
export to Red China was authorized on a restricted basis in 
September this year. In view of the restrictions placed on 
the items and the annual volume of trade with Red China, 
estimated at 1,000 tons at best, it is strongly desired that 
a further lifting of the restrictions be made. 


Future Prospect and Problems 


Under the impact of the deflationary policy of the 
Japanese Government, the Japanese wire and cable industry, 
which had enjoyed satisfactory operations from the second 
half of 1953 through the first quarter of 1954, has ap- 
parently hit the ceiling, with recent production dropping 
by some 20% from the record high registered in April this 
year. A fairly large volume of demand for electric wires 
and cables was at first anticipated for this fiscal year, as it 
was expected that the Telegraph and Telephone Public 
Corporation would undertake during this year the largest- 


time. As specific self-defense measures, the manufacturers 
will exert their utmost toward turning out new products on 
an industrial scale, besides curtailing unnecessary expenses 
and rationalizing operations. Making good its wartime 
technical backwardness, the industry has already been suc- 
cessful in producing on an industrial scale new wire cover- 
ings made of polyvinyl chloride, polyvinyl formal, polyethe- 
rene, nylon, synthetic rubber, etc. and is further making 
at present efforts to turn out brand-new products, such as 
super high-voltage OF cables and submarine cables for 
direct-current electric power transmission. 


On the other hand, the stagnation of the domestic de- 
mand is arousing the will of the manufacturers to make 
a greater volume of exports in order to maintain operations. 
As shown in the recent export record, it appears still 
difficult for the industry to expand its overseas markets 
by simply adopting such measures for remedying the rela- 
tively high price of domestic electrolytic copper as the 
bonded warehouse system and the special price offers for 
electrolytic copper in Japan. In other words, in order to 
achieve a greater expansion of Japanese electric wire and 
cable exports, it is imperative for the industry not only to 
make intensive efforts in technological advancement and 
reduction of production cost by carrying out a greater de- 


TABLE VIII 


JAPANESE EXPORTS OF ELECTRIC WIRES AND CABLES, BY AREAS 
(Quantities in metric tons of copper and amounts in millions of yen) 


1950 1951 1952 1953 

Area Copper Amount Copper Amount Copper Amount Copper Amount 


;, Source: Data compiled by the Electric Wire and Cable Industry Assn. 
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THE COLONY 


GEOGRAPHY AND CLIMATE 


The Colony of Sarawak consists of a coastal strip some 
450 miles long and varying from 40 to 120 miles in depth 
on the north-west coast of the island of Borneo, and has an 
area of some 47,000 square miles. A _ broken range of 
mountains runs south-west through the middle of the 
island. This range, with others parallel and at right angles 
to it, determines the courses of the many rivers. Sarawak 


lies between this range and the sea, on its northwest side. 


The southern border, with West Borneo, is formed by 
another range of mountains running westerly from about 
the centre of the main range. 

In general, the country is divided into three main types. 
First, an alluvial and swampy coastal plain in which isolated 
mountains and mountain groups rise to 2,000 feet or more, 
then rolling country of yellow sandy clay intersected by 
ranges of mountains and finally a mountainous area in the 
interior. The coast is generally flat and low-lying with 
heavy vegetation and flat sandy or mud beaches. In a few 
places, hills come down to the sea forming coastal. cliffs. 
Most of the mountains are sandstone, but there are ex- 
trusions of limestone appearing as low pinnacles 10-15 feet 
high, or as hills, with sheer sides, weathered and crumbling, 
rising up to 1,500 feet, with scrub on top. 


Vegetation on the mountains is generally virgin forest, 
except near the main rivers where the forest has been 
cleared for rice cultivation and secondary’ growth has 
sprung up The greater part of the country is under forest, 


‘with areas of rubber or sago plantations in the neighbour- 


hood of government stations and along the numerous rivers 
and of coconuts along the coast. 


The few islands off the coast are small and of little 
importance. Roads are few, and travel is mainly by sea 
and river. The climate is warm and humid, day tempera- 
tures averaging 85°F. Annual rainfall varies from 100 to 
200 inches. 


Geology: Sarawak occupies an important position in 
the chain of islands lying off the coast of South-East Asia. 
Mountains form the hinterland of the country and consist 
largely of ancient rocks; these highlands are essentially a 
prolongation of the Philippine ranges, which continue south- 
wards into northern Borneo, swing gradually south-west- 


gree of modernization of equipment and a drastic rationa- 
lization of operations but also to form a powerful export 
association designed to eliminate unnecessary competition 
among the manufacturers. Eventually, it seems also neces- 
sary for the industry to follow.a course of reorganization 
involving an accord to be reached among the manufacturers 
in the field of production. 


What is more, an enlightenment drive, a publicity cam- 
paign and improved services to the overseas markets remain 
problems for the industry to deal with henceforth. For 
this industry with a comparatively small degree of process- 
ing, it is necessary to obtain the cooperation of all related 
business circles in rationalizing their operations in order to 
provide the industry with materials at lower cost. More- 
over, trading firms should strengthen their position in order 
to develop export outlets. Along with these steps, it is 
urged that strong export aid measures, including the smooth 
accommodation of export loans, be adopted for the industry. 


‘rare shel] banks. 


FAR EASTER 


ECONOMIC REVIEW 


OF SARAWAK 


wards after entering Sarawak, and then trend west before 
gradually curving northwest. In the extreme west of the 


country there is a sudden change in this trend and structures 


strike north or north-northeast in common with the Malayan 
regional strike. 

The territory can be subdivided into three main geolo- 
gical areas; the influence of the different rock types in 
these areas is shown in that they also form the three geo- 
graphical divisions of, interior mountains, bordering undulat- 
ing country containing isolated mountain groups, and low- 
lying coastal tracts. 


The mountainous area is formed largely of ancient 
Upper Palaeozoic and Mesozoic rocks. It consists mainly 
of hard, crystalline rocks, comprising shale, schist, phyllits, 
hornstone, chert, marble, limestone, and quartzite; igneous 
intrusions are common in some districts. 


The undulating country, which rises occasionally to 
over 2,000 feet, consists mainly of Tertiary sediments. These 
comprise sandstone, shale, grit, conglomerate and limestone; 
seams of coal occur, and oil reservoirs in British Borneo 
have to date only been found in such formations. The Ter- 
tiary sediments are economically the country’s most import- 
ant deposits, being the source of both the oil and coal. 


‘The low-lying coastal tracts are formed from Pleisto- 
cene and recent deposits: these areas are mostly occupied by 
alluvium and many of them are swampy. The sediments 
vary from soft mud axd peat, to unconsolidated sands, arid 
Raised beaches are found in some areas, 
even at a distance from the coast, and there are isolated 
patches of recent sediment inland representing marine, river, 
and lake accumulation. 


Igneous rocks comprising intrusions of granite and 
diorite are common in west Sarawak, and there is also some 
gabbro. Dykes, sills, and plugs, mainly of quartz porphyry, 
andesite, and less commonly dolerite, have been recorded 
while lava, tuff, agglomerate, and basalt also occur at a 
number of localities. These are most commonly found 
associated with Mesozoic sedimentary rocks. The formation 
of metalliferous mineral deposits, such as gold, antimony, 
and mercury, appears to be genetically related to the 
igneous intrusions. Recent work in the Bau district has 
shown that the igneous intrusions there often contain small 
amounts of gold. 


Vegetation: Moss forest occurs on the tops of hills over 
4.500 feet, that is, on the peaks in the north-east area, such 
as Dulit and Mulu. Tropical rain forest, with trees of the 
hill varieties (as distinct from swamp varieties), covers the 
greater part of the territory, except for the swamp areas 
near the coast and the cultivated areas. Mangrove occurs 
extensively near the mouths of the Sarawak and Rejang 
Rivers. Nipah palm lines the banks of most rivers from the 
mouths up to the edge of the swampy area. 


Rivers: The drainage system is controlled by the border 
range, and the central secondary range, both running NE-SW, 
decreasing in elevation, and by the ridges at right-angles to 
these two. The Rejang and Sarawak Rivers are navigable 
by ocean-going ships for 170 and 22 miles_ respectively 
measured along the rivers. Others are navigable by coastal 
steamers, and others by launches. Most of the rivers have 
shallow bars which limit the size of vessels entering. 


In their lower courses the banks and bottoms of the 
rivers are generally of a stiff, glutinous mud. For varying 
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Second Division), Sarikei, Binatang, 


May 26, 1955 


distances from the mouths’ the river-bank vegetation is 
usually mangrove, and farther up nipah. As _ the coastal 
Swamps are left behind, the river banks rise above the 
normal high water level, and in the Trusan, Limbang, Baram 
and Rejang Rivers, gorges and dangerous rapids occur well 
below the sources. 


Principal Towns:— Kuching, the capital of Sarawak, 
Stands on the Sarawak river some 18 miles from the sea. 
It is an attractively laid out town’ with a population esti- 
mated at 38,000. The trading community is almost entirely 
composed of Chinese who live in the town proper, which is 
built of brick usually plastered and colour-washed and with 
roofs of tile. Within the town limits are large Malay vil- 
lages or suburbs. The Governor’s residence is the Astana 
on the north (left) bank of the river and there also may 
be found Fort Margherita, the headquarters of the Sarawak 
Constabulary, large Malay riverside kampongs and several 
residential bungalows. The town, the main Government 
offices, the Anglican and Roman Catholic Cathedrals and 
Schools, the wharves, warehouses and dockyard are on the 
south bank of the river. The town area is administered by 
a Municipal Board. 


Sibu, the second town of Sarawak, is situated some 80 
miles up the Rejang river and is a natural river anchorage. 
The town itself, together with Government offices, bazaar, 
churches, schools, wharves and warehouses, lies on a small 
flat island and is subject at. times to floods. The population 
of the town of Sibu is 10,000 and it is the headquarters of 
the Resident of the Third Division. 


Miri, the headquarters of the Resident of the Fourth 
Division, is situated on the coast some 15 miles from t 
mouth: of the Baram river and to the south-west of tHat 
river. Miri owes its existence to the Sarawak Oilfields/and 
has a population of 9,000. It suffered severe damage/as a 
result of the war, the town proper being almost entirely 
destroyed, but its reconstruction is now far advanced. The 
bazaar, wharves, hospital and oil company offices lie along 
the narrow flat strip of land between the sea and the steep 
slopes about 14 miles inland. The Government residential 
area is at Tanjong Lobang, some 2 miles from the town. 


Other centres of population are Limbang (headquarters 
of the Fifth Division), Simanggang (headquarters of the 
Mukah and Bintulu. 
All are small settlements of a few thousand persons, to- 
gether with the usual bazaar, Government offices and 
quarters, and wharfage facilities. 


HISTORY OF SARAWAK 


Owing to the lack of systematic archaeological investi- 
gation, we can do little more than conjecture as to the early 
history of the country now called Sarawak. Hindu figures 
and gold ornaments have been found, predominantly in the 
Sarawak River basin, but their date and provenance have 
not yet been satisfactorily established. The Land Dayaks 
of the First Division, by their abstention from the flesh of 
cattle and by the name of their god Jewata (Hindu deva), 
show that at one time they were brought into intimate 
contact with the Hindus. A priori reasoning, coupled with 
the discovery of undoubtedly early Hindu remains in other 
parts of Borneo, suggests that Sarawak was visited, and 
probably settled in, by the Indian colonists, who from the 
early years of the Christian era went forth from their home- 
land to trade and settle in the-countries to the south-east. 


Gold has long been worked in the area extending from 
Kuching south-westward to Sambas and Montrado in West 
Borneo. Though the production of this area is insignifi- 
cant in comparison with the present-day total. world output, 
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it must, if Borneo gold was known in the days of the great 


‘Indian trading expeditions, have been of considerable im- 


portance in the ancient world. The fabulous “Golden 
Chersonese” may well have included western .Borneo and 
indeed a theory has recently been advanced that Yavadvipa 
(the “land of gold and silver” of the Ramayana), Ptolemy’s 
Iabadiou, and Ye-po-ti, which was visited by the Chinese 
Buddhist monk Fa-Hien on his return from India to China 
in 413-414 A.D. all refer to the country lying between 
Kuching and Sambas. 


It is likely that Sarawak later fell under the sway of the 
great maritime empire of Srivijaya, the Indian Buddhist 
thalassocracy centred on southern Sumatra, which reached 
its zenith towards the end of the twelfth century. Srivijaya 
fell about a century later before the attacks of Siam and 
the Hindu-Javanese kingdom of Majapahit, and Borneo fell 
within the sphere of influence of the latter. It is to this 
period that a considerable number of the Indian remains 
in Sarawak are doubtless to be dated. The Majapahit em- 
pire in its turn began to crumble early in the fifteenth cen- 
tury before the Moslem states established by the advance of 
Islam into the archipelago. 


After the fall of Majapahit Sarawak formed part of 
the dominions of the Malay Sultan of Brunei, and it is first 
known to us by name through the visits to Brunei of Piga- 
fetta in 1521, of Jorge de Menezes in 1526 and of Gonsalvo 
Pereira in 1530, and by an early map of the East Indies 
ator. Sarawak was then the name of a town on 
river of the same name, doubtless occupying much the 
me position as the present capital, Kuching. 


The history of Sarawak as an integral State begins with 
the first landing in August, 1839, of James Brooke. At that 
time Sarawak was the southern province of the Brunei 
Sultanate. The oppression of the Sultan’s viceroy, Makota, 
had goaded into revolt the Malays and Land Dayaks re- 
sident in the area known as Sarawak Proper, and the Sultan 
had sent his uncle, the Rajah Muda Hassim, to pacify the 
country. The insurgents were led by Datu Patinggi Ali. 
James Brooke departed after a short stay and returned in 
1840, to find the fighting still in progress. At the request of 
Rajah Muda Hassim, he interceded in the dispute, brought 
about a settlement and was rewarded for his services by 
being installed on the 24th September, 1841, as Rajah of 
the territory from Cape Datu to the Samarahan River. This, 
however, is but a small part of the total area which was later 
contained within the State of Sarawak. 


Thereafter for the remaining twenty-three years of 
his life Rajah Brooke devoted himself to the suppression 
of piracy and head-hunting, often with the assistance of 
ships of the Royal Navy, which performed almost incredible 
feats of navigation and endurance. It is a story of high 
adventure, financial difficulty, political persecution at home 
by the Radical party, followed by complete vindication and 
success. Sarawak was recognised aS an independent State 
by the United States of America in 1850, and Great Britain 
granted recognition in effect by appointing a British Consul 
in 1864. In 1861 the territory of Sarawak was enlarged 
by the Sultan’s cession of all rivers and lands from the 
Sadong River to Kidurong Point. 


Sir James Brooke, at his death in 1868, bequeathed to 
his nephew and successor, Charles Brooke, a country pater- 
nally governed, with a solid foundation of mutual trust and 
affection between ruler and ruled. The first Rajah pioneer- 
ed, subdued and pacified; Sir Charles Brooke, in a long 
reign of fifty years, built upon the foundations laid by his 
uncle with such conspicuous success that piracy disappear- 
ed, head-hunting was greatly reduced and the prosperity of 
the country increased by leaps and bounds. 
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Further large accretions of territory occurred in 1882, 
when the frontier was advanced beyond the Baram River, in 
1885, when the valley of the Trusan River was ceded, and 
in 1890, when the Limbang River was annexed at the re- 
quest of the inhabitants. In 1905 the Lawas River area 
was purchased from the British North Borneo Company 
-<with the consent of the British Government. British pro- 
tection was accorded to Sarawak in 1888. 


Between 1870 and 1917 the revenue rose from 
$122,842 to $1,705,292 and the expenditure from $126,161 
to $1,359,746. The public debt was wiped out and a con- 
siderable surplus was built up. In 1870 imports were 
valued at $1,494,241 and exports at $1,328,963. In 1917 
imports totalled $4,999,320 and exports $6,283,071. Roads 
had been constructed, piped water supplies laid down and a 
dry dock opened in Kuching. There were telephones, and 
the wireless telegraph was opened to international traffic. 


The third Rajah, Sir Charles Vyner Brooke, succeeded 
his father in 1917, and progress continued in all spheres. 
Head-hunting, as a result of tireless efforts, was reduced to 
sporadic proportions, revenue increased, enhanced expendi- 
ture resulted in improved medical and educational services, 
and in 1941, the centenary year of Brooke rule, the State 
was in a sound economic position with a large sum of money 
in reserve. As a centenary gesture, the Rajah enacted a 
new constitution, which abrogated his absolute powers and 
set the feet of his people on the first stage of the road to de- 
mocratic self-government. 


Then came the Japanese invasion and occupation. Social 
services and communications were neglected; education 
ceased to exist; health precautions were ignored: sickness 
and malnutrition spread throughout the State. The people 
had been reduced to poverty and misery when, after the 
unconditional surrender of Japan, the Australian forces 
entered Kuching on the 11th September, 1945. For seven 
months Sarawak was administered by a British Military 
Administration, as a result of whose efforts supplies of 
essential commodities were distributed, the constabulary 
reformed and the medical and educational services re- 
organised. 

The Rajah resumed the administration of the State on 
the 15th April, 1946. It had, however, for some time been 
evident to him that greater resources and more technical 
and scientific experience were needed to restore to Sarawak 
even a semblance of her former prosperity. He therefore 
decided that the. time had come to hand the country over 
to the care of the British Crown, and a Bill to this effect 
was introduced into the Council Negri in May, 1946, and 
passed by a small majority. By an Order-in-Council the 
State became a British Colony on the 1st July, 1946. 


ADMINISTRATION 


The Constitution grants legislative and financial juris- 
diction to the Council Negri, a body consisting of twenty- 
five members, fourteen of whom are official members 
appointed from the Sarawak Civil Service and eleven of 
whom are unofficial members representative of the several 
peoples dwelling within the Colony and of their various 
interests. The unofficial members are appointed by the 
Governor in Council and hold office for a period of three 
years. 


In addition to the twenty-five members there are 14 
standing members. The Constitution Ordinance provides 
that a native of Sarawak, who was a member of Council 
Negri immediately prior to the enactment of the Ordinance, 
and who is not a member of the Council appointed under 
the provisions of the Ordinance, shall nevertheless be deem- 
ed to be a member of the Councj!l Negri and shall have the 
right to attend all meetings of the Council and of speaking 
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and voting therein until he shall die or resign or cease to 
be a member of the Sarawak Civil Service. 


The Council Negri has the power to make laws for the 
peace, order and good government of the Colony and no 
public money may be expended or any charge whatsoever 
made upon the revenues of the Colony except with the con- 
sent of the Council Negri. | 


The Constitution Ordinance also provides for a Supreme 
Council composed of not less than five members, a majority 
of whom shall be members of the Sarawak Civil Service, and 
a majority of whom shall be members of the Council Negri. 


All powers conferred upon the Rajah or the Rajah in 
Council by any written law enacted before the date of 
operation of the Cession of Sarawak to His Majesty are 
vested in the Governor in Council. In the exercise of his 
powers and duties the Governor shall consult with the 
Supreme Council, except in making appointments to the 
Supreme Council and in cases:— (a) which are of such 
nature that, in his judgment, His Majesty would sustain 
material prejudice by consulting the Supreme Council 
thereon; or (b) in which the matters to be decided are, in his 
judgment, too unimportant to require their advice; or (c) 
in which the matters to be decided are, in his judgment, too 
urgent to admit of their advice being given by the time 
within which it may be necessary for him to act. 


The Constitution was granted to Sarawak by the Rajah 


in 1941 and in 1946, when Sarawak became a Colony, by 
Letters Patent the Supreme Council and the Council Negri 
retained the authority granted to them. 


Sarawak is divided for administrative purposes into five 
Divisions, each in charge of a Resident. Each Division is 
subdivided into a number of Districts, administered by 
District Officers, and most of the Districts into small areas 
or sub-stations each in charge of a member of the Native 
Officers’ Service. As far as is practicable, it is the policy 
of the Government to free Residents and District Officers 
from as much routine office work as is possible in order that 
they may tour their areas and maintain the close contact 
with the people which has always been the key-note of the 
administration. Native Administration has in the past been 
of the direct type, with village headmen or chiefs of village 
groups responsible to European and Malay Officers. 


Before the war, however, the Native Administration 
Order published as an enabling ordinance to allow the 
gradual introduction of the people themselves into the ad- 
ministration of their own affairs. This order envisaged 
the setting up of village committees to replace the individual 
chiefs but the first experiment on these lines was unsuccess- 
ful owing to the outbreak of war and the impossibility of 
providing adequate supervision. 


In 1947 a scheme was drawn up for the development 
of Local Government through Local Authorities: with their 
own Local Treasuries, and five such Authorities came into 
being at the beginning of 1948. During the past year 
eleven new Authorities have been constituted, and there 
are now sixteen Local Authorities in all. The majority of 
these Authorities are established on a racial basis, and this 
seems inevitable at present if any progress is to be made. 
There are, however, encouraging signs of co-operation be- 
tween the various races in certain parts of the country. 
The Local Authority Ordinance, 1948, forms the basis for 
the powers of these Authorities. Their revenues consist 
of direct taxes, fines and fees, supplemented by a grant 
from the Central Government calculated according to the 
number of tax-payers. While the standard of efficiency be- 
tween one Authority and another has differed widely, they 
have in general shown ability to undertake the duties so 
far allotted to them. Education has been a subject in which 
they have shown the greatest interest, and some of them 
have been quick to appreciate that increased expenditure 
can generally be met only by increased taxation. 


—EXTRACT FROM THE REPORT OF THE GOVERNMENT OF SARAWAK 
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GENERAL ELECTIONS IN INDONESIA 


By Sutan Makmur 


Since the proclamation of Independence on August 17, 
1945, the Government of Indonesia has tried to organize 
general elections, but its efforts have failed, conditions 
during the revolutionary period—from 1945 till the transfer 
of sovereignty on December 27, 1949——being unfavourable 
for the holding of elections. After the transfer of sover- 
eignty it was not possible to organize elections. Since 1953, 
there is in Indonesia a general elections law, called: “Act 
No. 7 of the year 1953 concerning the Election of the 
Members of the Constituent Assembly and the Members of 
the People’s Representative Assembly”. Conditions for the 
holding of elections are not favorable in Indonesia. There 
is a flourishing Party-System and the majority of citizens 
are no longer illiterate. The government however considers 
that it will take still a long time to educate the people. so 
that they can take part in elections. 


Elections will have to be carried out in a territory of 
large extent, composed of hundreds of larger and smaller 
islands. There are large mountainous’ regions, mostly 
covered with jungle, like in regions outside Java, namely in 
Kalimantan, Nusa Tenggara (Lesser Sunda Islands), Sula- 
wesi, Moluccas and Sumatra. The holding of elections in 
a territory as large as Indonesia meets with difficulties of 
communications. However, this difficult situation must not 
obstruct the elections in order to establish democracy in 
Indonesia. We can obtain experience if elections begin 
now. 


In the elections are to be elected the members of the 
Constituent Assembly and of Parliament. The Constituent 
Assembly is to make the new Constitution which is to 
replace the present Provisional Constitution. Voting for 
Parliament will be held prior to that for the Constituent 
Assembly. The moment the new Parliament is established, 
the present provisional one will be dissolved. Apart from 
a Constituent Assembly there will be a Parliament, elected 
by universal suffrage. It is to be hoped there will be a 
stable Government on the basis of the people’s will as re- 
flected in the general elections. The number of the members 
of the Constituent Assembly is fixed on the basis of one 
seat for every 150,000 citizens, while of Parliament one 
seat for every 300,000 citizens; thus there will be about 
500 members of the ‘Constituent Assembly and 250 members 
of Parliament. Elections will be carried out on a general, 
free, secret and direct basis. As far as the election system 
is concerned, the system of proportional representation is 
applied, which means that a party obtains a number of seats 
in the Constituent Assembly or Parliament, in proportion to 
the number of votes obtained in the elections. Every elec- 
tion district elects an allocated number of members, which 
election takes place on the basis of proportional representa- 
tion. Speaking of “election districts” does not mean that a 
person elected in any election district is to represent said 
district in the Constituent Assembly or in Parliament. On 
the contrary, the Constituent Assembly or Parliament has no 
character of “regional representation”. 


Meanwhile it is true that by dividing the territory of 
the State in a number of election districts the possibility is 
given to prominent leaders of concerned regions to have a 
seat. Party’ life is not yet developed to such an extent 
as to cover the whole of Indonesia, from the cities to the 
villages. It is quite possible that a certain party exists 
within one province only. Such a party is also given the 


opportunity to send its representatives to the assembly. It 
is necessary to emphasize that members elected in election 
districts do not represent regions, the assembly not having 
the character of regional representation. The 16 election 
districts are as follows: 1. East Java, 2. Central Java, 
3. West Java, 4. Greater Djakarta, 5. South Sumatra, 6. 
Central Sumatra, 7. North Sumatra, 8. West Kalimantan, 
9. South Kalimantan, 10. East Kalimantan, 11. North-Central 
Sulawesi, covering Sangihe & Talaud islands; Minahasa; 
North Sulawesi; Donggala and Poso; 12. South East-South 
Sulawesi, covering Luwu; Mandar; Pare-Pare; Makassar; 
Bone; Bonthain; Makassar, 13. Maluku, 14. East Nusa Teng- 
gara, covering Timor and surrounding islands, 15. West Nusa 
Tenggara, covering Bali & Lombok; 16. West Irian (which 
territory is under Dutch rule and does not form part of 
Indonesia—Ed. ). 


To carry out general elections the following bodies have 
been created: 1. The Central Electoral Committee of 
Indonesia at Djakarta, appointed and dismissed by the Pre- 
sident. The appointment is for a period of four years. 
This committee prepares, leads and carries out the election 
of members of the Constituent Assembly and of Parliament. 
2. The Electoral District Electoral Committee, at a place to 
be determined by the Minister of Justice, composed of at 
least five and at the most seven members, appointed and 
dismissed by the Minister of Justice. The appointment is 
for a period of four years. This Committee helps to pre- 
pare. and to carry out the elections in its election district. 
3. The Kabupaten Electoral Committee in every Kabupaten 
(division of an administrative residency), at a place to be 
determined by the Minister of Interior Affairs composed 
of at least five and at the most seven members. The Bupati 
(administrator of the Kabupaten) is a member and simul- 
taneously Chairman, whilst the Vice-Chairman and the other 
members are: appointed and dismissed by the Governor on 
behalf of the Minister of Interior Affairs. The Kabupaten 
Electoral Committee helps prepare and carry out the general 
elections in its district. 4. The Voting Committee in every 
voting section, at the residency of the Tjamat (administra- 
tor of a subdistrict), composed of at least five members; 
the Act has not stipulated the maximum, leaving it to be 
determined by the Kabupaten Electoral Committee con- 
cerned, according to the need and which Committee on be- 
half of the Minister of Interior Affairs appoints and dis- 
misses the members of the Voting Committee including the 
Vice-Chairman. The appointment is for a period to be 
determined by the Minister of Interior Affairs. The Tjamat 
is member and simultaneously Chairman of the Voting 
Committee. This Committee confirms the list of electors, 
helps prepare the elections and carries out the collecting of 
the votes in its section (subdistrict). 5. The Committee 
for the Registration of Electors in every village, at the re- 
sidency of the village head. 


The registration of electors is done by the Committee 
for the Registration of Electors. This registration is neces- 
sary for the making of the list of electors. Up till now, 
Indonesia has no list of electors, such registration never 
having taken place yet. Therefore, the general elections 
have to start with getting the electors registered, in the 
villages as well as in the towns. Registrators visit every 
house to register the electors, while noting at the same time 
the number of the inhabitants 9f the house. In this way 
not only the number of electors all over Indonesia will 
become known, but also the number of inhabitants/citizens 
of Indonesia. The latter is necessary to determine the 
number of the members of the Constituent Assembly ,as 
well as of Parliament. It should have been possible to know 
these numbers from the census list. But, no census having 
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FAR EASTERN 


Economic Review 


NATIONAL PLANNING IN INDONESIA 


The Indonesian National Planning Bureau is laying out 
a national development plan which however is still in the 
early stages. With the aid of ten foreign experts provided 
by the United Nations and an engineering consultant team, 
this scheme is mainly based upon the Kasimo-Wisaksono 
Welfare Plan. The principal objects, which the Plan wants 
to achieve are:—1. To raise the standard of living. 2. To 
reach self-sufficiency. 3. To stress the importance of the 
industrial sector and to promote its harmonious growth. 
4. To diversify exports and to expand world markets. 5. 
To modernize productive facilities. 6. To develop rural 
communities. 


As regards priorities in planning, food production comes 
first. In the past few years, a shortage of food, amounting 
to 10% of consumption, had to be made up by imports. But 
there are factors that favour the increase in food produc- 
tion. With better care and seeds, improved water-supply 
and more fertilizer, this shortage could be filled by 1956. 
Transmigration of people from the overpopulated area, 


yet taken place—the last one was in 1930—-while the num- 
ber of inhabitants/citizens has increased, it will suffice for 
the purpose of the general elections to note the number of 
the members of the family in every house all over Indonesia 
which will be done at the same time as the registration of 
electors. 


After completion of the elector’s list the moment will 
have come for the nomination of candidates by” submitting 
nominations to the Kabupaten Electoral Committee. Candi- 
dates can be nominated as individual candidates on “indivi- 
dual lists’, or as groups on “collective lists”. Any candi- 
date can be nominated in one, several or all of the electoral 
districts, but a candidate may be mentioned on one list only 
in every electoral district. An individual candidate is for- 
warded by at least 200 registered electors. The first candi- 
date on a collective list is forwarded also by 200 electors, 
but the following candidates on the collective: list may be 
forwarded by at least 25 electors each. By using this 
nominating system a large opportunity is accorded any group 
desirous to_nominate candidates. This opportunity is not 
limited to parties; candidates can also be nominated by 
groups of electors who want to back individual candidates. 
About six months after the period for nominating candi- 
dates, the voting is carried out. The distribution of seats 
takes place through two stages: first, distribution of seats 
within the electoral district, the so-called first distribution of 
seats and second, the distribution of the remaining seats 
collected from all the electoral districts. By applying the 
method of distributing seats through two stages, no remain- 
ders of votes are unused. A list which has already obtained 
a number of seats by the first stage distribution may get 
additional seats by the second stage distribution, i.e. the 
distribution of remaining seats collected from the whole 
of Indonesia. By the first stage distribution as well as by 
the distribution of remaining seats at the centre, the basis 
of proportional representation is maintained. After the 
distribution of seats, in the electoral districts as well as at 
the centre (by the Electoral Committee of Indonesia), the 
moment has come to determine which candidates are elected 
in the respective lists, in the respective electoral committees. 
Here also the electoral quotient has to be determined at 
first for the collective list, by dividing the number of votes, 
obtained by the number of seats. (In this number of votes 
are included the votes given directly by the voters to the 
list as well as the votes given via candidates). Any candi- 
date obtaining the electoral quotient is declared elected. 
If there is no candidate attaining the quotient, this is then 
halved. Without modifying the order of their respective 
places on the list, any candidate attaining the halved 
quotient is declared elected. 


namely Java, to less populated “outer islands”, e.g. Sumatra, 
Celebes, ranks second in priority. The population pressure 
in Java reduces the income per capita, and hinders develop- 
ment. Thus, the remedy is the transfer of people. It is 
however not the intention of the Plan to transplant the 
agricultural pattern of production of Java to the outer 
islands. The overall development scheme is directed to- 
wards a balanced structure and exploitation of resources 
available in the region. 


About 30% of the rural population is under-employed. 
A net increase in population of about 800,000 persons per 
annum in Java has to be provided for. Hence a target 
has been fixed to ship at least 500,000 people a year to the 
other islands. 


Third in priority comes industrialization. The govern- 
ment’s program is ambitious. The short-term projects, to 
be completed by the end of 1952, had included six printing- 
plants, seven remilling-plants, one cement, one spinning, one 
tyre, one knitting, and one gunny bags factory; the long- 
term projects included heavy or basic industries like a 
caustic soda, a paper, a cocoanut factory, etc. Only a few 
plants had been completed by the end of 1954. Industrial 
planning has also paid attention to small-scale and cottage 
industries. They require less capital, and are more labour- 
intensive. A loan and mechanization program for such in- 
dustries is being initiated, to increase the volume of pro- 
duction, lower costs and improve quality. 


The Program stresses the importance and advantages 
of induks, i.e. central production and processing units. In 
the induk program of 1951-1952 there were the wood work 
induk, the ceramics, the textile, the iron-work, the leather 
work induk, ete. So far results were not satisfactory. The 
development of industry needs facilities, such as cheap fuel 
and power and a good transport system, as “external econo- 
mies”. Power development has therefore high priority; in 
the Economic Urgency Program, 30% of the amount spent 
for equipment in connection with the induks and with the 
Loan and Mechanization program, has been used for power 
generators., Java has a good inland transport system, but 
that of Sumatra is waiting for improvement. In the past 
years, an enormous amount of public and private invest- 
ments has gone into transportation. 


The lack of trained personnel hampers progress. Em- 
phasis is being placed on research and training. Many in- 
stitutes for such purposes (Institute of Industrial Research, 
Chemical Research Institute, Ceramics Research Institute, 
Research Institute for Industrial Materials, etc.) have been 
founded. Other hindrances to/industrial development are:— 
1. Lack of business organization. 2. Bad public adminis- 
tration. 8. The neglect of marketing development. 4. 
Unreliable raw material supply. 5. Lack of coordination. 
6. Shortage of skilled labour. 

Planning needs an efficient and competent public 
administration which is partly lacking. Training and educa- 
tional programmes are vital but adequate financial resources 
are not always available. Social welfare services, such as 
the improvement of health conditions, are also slow in 
materialising. 

__ As regards financing the Plan, funds may come from 
different sectors; namely, foreign aid, foreign investment, 
private domestic investment, and from government agencies. 
The Plan runs somewhat along the lines of the Indian Five 
Year Plan, which aims at doubling per capita income in 30 
years. All investments and the rate of growth in these 
investments are projected towards this aim. In Indonesia 
basic statistics are lacking, and. it is likely that planning 
there will fix high targets exceeding the financial capability 
of the government. The Plan may not cover the whole 
economy, but rather affect the public sector. As basic 
statistics become available, the whole economy can be in- 
cluded in the Plan. 
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ECONOMIC SURVEY OF CEYLON 


The major development problems confronting Ceylon 
are the high degree of specialization on three export com- 
modities, tea, rubber and coconut and products, the heavy 
dependence on imported food grains, and the rapid growth 
of population. The economic development programme gives 
the highest priority to improved agriculture and increased 
food production. 


_ The population of Ceylon has been increasing at a rate 
of almost 3 per cent per annum, from 5.7 million in 1937 to 
8.5 million by mid-1954. The death rate has been more 
than halved from 24.5 per 1,000 before the war (1935-39) 
to 10.8 in 1935 (a tribute to the government’s successful 
public health measures), while the birth rate has increased 
from 35.7 per 1,000 to 38.9 during the same period. The 
government does not have an official policy on family plan- 
ning. Facilities are, however, made available to voluntary 
bodies to promote family planning. 


Increased domestic food production to save foreign 
exchange for imports is a major objective of development. 
Of the 6.5 million hectares of land in Ceylon, only 1.3 million 
hectares have so far been brought under cultivation—over 
800,000 hectares for the three export crops, and the re- 
mainder for food crops. It is estimated that another 
400,000 hectares mainly in the dry zone can be cultivated. 
The opening up of this zone by colonization and roads for 
land settlement and food-production is a major project. 
Intensive cultivation of existing fuod production areas is also 
receiving attention. 


Productivity of export commodities is to be improved 
so that Ceylon’s exports can compete more favourably in 
world markets. But this cannot ensure the stability of ex- 
port prices, which is so vital to Ceylon’s economy but is 
beyond its control. Ceylon has presented at different meet- 
ings of international organizations, including commodity 
groups, the case for international action to stabilize raw 
material prices. It has also resorted to bilateral action, for 
example, in its trade agreement with mainland China. 


Instability demonstrates clearly the urgent need _ to 
diversify the economy by means of increased food produc- 
tion and industrial development, to the extent permitted by 
natural resources and»other factors. 


Ceylon has been able to develop its social services ap- 
preciably, as the absence of a significant burden of defence 
expenditure has released resources for public health, educa- 
tion and other social services. Positive progress is shown 
in the growth of Rural Development Societies, Women’s 
Societies, co-operatives and other institutions for social- 
economic development. 


DEVELOPMENT AND PRODUCTION 


The first post-war six-year plan, and the plan for 
Ceylon in the Colombo Plan published in 1953 were in the 
nature of general plans; no detailed development plan has 
yet been prepared. However, the Mission from the Inter- 
national Bank for Reconstruction and Development which 
considered questions of development in some detail laid down 
the main lines, with priorities in the following order: agri- 
culture, transport, electric power, health and education, and 
finally, industries. These had been followed except in one 
or two respects: for example, industry. The planning activi- 
ty of the Ceylon Government since the visit of the Bank 


Mission has mainly concentrated on a thorough re-appraisal 
of available financial resources and of individual projects on 
the basis of the Mission’s findings and of further technical 
data, and also in the light of the experience gained from 
the 1952/53 financial crisis. 


Since the 1952/53 crisis the abolition of food subsidies 
and the subsequent achievement of budgetary balance have 
placed the government in a stronger position to promote 
economic development without danger of internal inflation 
or external payments crisis. The transport bottleneck, 
particularly in newly settled areas, is being steadily dealt 
with by the construction of new roads and the use of more 
lorries. Difficulties in securing machinery and equipment 
have not been serious. The technical assistance which Cey- 
lon is receiving under the Colombo Plan and the United 
Nations programme is helping to overcome bottlenecks in 
trained personnel. 


Of the total cost of projects under’ construction in 
1954/55, estimated at Rs 1,500 million, 84 per cent is for 
economic projects and 8 per cent for social services; other 
projects take up the balance of 8 per cent. Manufacturing 
and mining projects take up only 7 per cent of the total 
outlay on economic projects, of which the great majority 
are related to agriculture, transport and power. Up to the 
end of September 1954, only about 40 per cent of the total 
sums allocated to the projects under’ construction would 
have been spent. For the balance of Rs 900 million, esti- 
mates have been made of commitments in later years. The 
proposed outlay for 1954/55 is Rs 263 million, declining 
rather steeply, from year to year, to Rs 16 million in 
1960/61. The sharp falling off in outlays on existing pro- 
jects indicates the need for new projects. The various 
government agencies are engaged in preparing new pro- 
jects, to replace the declining outlays on existing projects; 
and the government hopes to present a fairly complete state- 
ment on the future programme of development in 1955. This 
will include the findings of an Anglo-Australian technical 
mission which is currently examining an ambitious Rs 750 
million programme for rice production in Ceylon. 


The Cabinet Economic Committee (set up in 1953 with 
a few ministers) has recently been enlarged to include the 
entire Cabinet. This is the body which determines priorities 
and co-ordinates planning. The Planning Secretariat (also 
set up in 1958) assists in the preparation of the comprehen- 
sive programme and examines the proposals initiated by the 
different ministries. Each ministry has set up an Economic 
Advisory Committee composed ,of the heads of departments, 
with the Permanent Secretary as chairman and the Assistant 
Secretary as liaison officer. These committees are to co- 
operate with the Planning Secretariat in drawing up the 
investment programme for the public sector of the economy. 


Agricultural and rural development:— Measures taken 
to increase food production are mainly: increasing the area 
of cultivated land by setting up peasant colonies; restoring 
minor irrigation works; providing fertilizer, using insecti- 
cides, improved seeds and implements; paying. subsidies to 
cultivators for reclaiming new land; and providing credit to 
peasants through co-operative societiés. An important 
element in food-production policy is the guaranteed price 
scheme under which the government has guaranteed a price 
of Rs 12 per bushel for locally grown paddy and specified 
prices for other food crops up to the end of 1957. This 
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price of Rs 12 per bushel in 1953, which was some 10 per 
cent above the price of imported rice in that year, was still 
lower than the prevailing market price (which was up to Rs 
18 per bushel). But in 1954 with increased production, 
the market price fell to an average of Rs 10 per bushel. 
Paddy purchases under the government scheme were 220,000 
bushels in 1950, 592,000 bushels in 1951, 1,500,000 bushels 
in 1952, and 311,000 bushels in 1953. From January to 
July 1954, such purchases amounted to 781,000 bushels. 
Thus the guaranteed purchase, while ensuring price stability, 
involves a costly producer subsidy on all government pur- 
chases of home-grown rice. The government will have to 
consider the question whether it will be desirable to con- 
tinue subsidizing the producer at such high cost. 


Since 1953, the use of tractors for cultivating new land, 


mainly in the dry zone where labour and draught animals 


are relatively scarce and holdings relatively large, has as- 
sumed increased importance. During 1952, the Co-operative 
Agricultural Production and Sale Societies purchased nearly 
200 tractors which were distributed among nine tractor 
stations. In 1953, some 60 tractors were added by these 
societies. The Food Production Department :also set up its 
own tractor stations during 1953, using 190 tractors given 
as a gift by the Australian Government under the Colombo 
Plan. It is too early to assess the working of the tractors, 
but in 1953 the area ploughed with them was very small, 
indicating that the tractors remained idle for the greater 
part of the year. Steps are being taken to improve train- 
ing facilities for tractor operators, tractor maintenance and 
repair, and the organization of the units. Extension of 
tractor use will, moreover, be limited by the displacement 
of human labour that it would cause in areas where labour 
is not in short supply. 

There has been a steady increase in food production 
in recent years. The paddy area including both the maha 
and yala seasons rose from 375,000 hectares in 1947 to 
470,000 hectares in 1952 and is estimated at 510,000 
hectares for 1954; paddy production was 21.8 million bushels 
in 1953 and rose to 31.2 million bushels in 1954. The pro- 
duction of subsidiary food crops, such as onions, chillies, 
yams, maize, kurakkan, etc., is also increasing and the im- 
ports of some of them are declining. 


Tea production and export continue to be regulated in 
accordance with the International Tea Agreement. In 
1953/54 (April-March) there was a slight increase in the 
cultivated area, and a substantial increase in the yield per 
hectare due to the control of blister blight. Tea output in 
1953 was 156,000 tons, while production in 1954 amounted 
to 160,000 tons. Measures are being taken to organize tea 
co-operatives for small holders and to offer them technical 
and financial aid. The area under rubber remained below 
263,000 hectares. Production fell from 98,610 tons in 1953 
to 94,000 tons in 1954. 


Community projects through Rural Development 
Societies represent an important aspect of development. 
There are nearly 5,900 of these societies, practically in every 
village, in addition to over 2,000 Women’s Societies, which 
are auxiliary bodies interested in home sanitation, cottage 
crafts, home gardens and such other activities. During 
1953, an increase of 307 Men’s Societies and 372 Women’s 
Societies was recorded.- These societies have been en- 


couraged to undertake government contract work also. 


The government has fostered rural development by 
providing necessary materials and _ technical supervision. 
Voluntary labour has been mobilized in the villages for the 
construction of utilities, such as roads, latrines, canals, 
tanks, wells, meeting halls, etc.: a use of surplus manpower 
to form new capital. In 1950/51 the government provided 


Rs 500,000 and in the next two years Rs 3 million per, year. 


FAR EASTERN 


REVIEW 


The limits of government assistance were laid down for each 
type of project (e.g. Rs 250 for a well), an essential condi- 
tion being that voluntary contributions of an equivalent 
value in labour should be made by the villages. Late in 
1953 the Canadian Government made a gift of Rs 2.25 
million for improvement to village roads constructed on a 
self-help basis. 
lopment Societies on bridges, culverts, etc. to make the roads 
fit for vehicular traffic. Activities, based entirely on the 
principle of self-help, such as clean-up campaigns, use of 
boiled and cooled water, home gardens, assistance in sick- 
ness and funerals, etc., are also an important part of the 
programme of the Rural Development Societies. Another 
interesting function is the setting up of Conciliation Boards 


‘(some 4,800 of them were functioning at the end of 1953) 


which help in settling local disputes out of court. 


Industry:— Two significant developments in industrial 
policy are the shift of emphasis from public to private en- 
terprise and the concentration on small-scale industries. The 
first is attributable to the government’s unprofitable experi- 
ence in running industries. The government is withdrawing 
more and more from the industrial field and trying to en- 
courage private enterprise to play a larger part. Of the 
existing government enterprises. steel rolling, acetic acid, 


cardboard, and drugs factories were closed down. The 


carpentry workshops have been converted into co-operatives 
and the ceramics factory is in the course of re-organization. 
The glass and leather factories will be handed over to pri- 
vate enterprise. As a result of the findings of a Commis- 
sion on Government Commercial Undertakings set up in 
1953, the government has decided to create statutory cor- 
porations to administer government factories, to give their 
management independence and flexibility of operation. 


In the existing government factories, in the first half 
of 1954 the annual rate of cement output increased by 30 
per cent from about 62,000 tons in 1953 and that of plywood 
chests output by more than 50 per cent from 3.6 million in 
1953, while leather output also increased significantly. Re- 
organization and expansion of capacity were completed in 
the plywood and leather factories, as well as in the salt 
industry. 

The programme for small-scale industries involves the 
establishment of some twenty experimental units relating to 
tiles and clay, umbrellas, plasters, small textile power looms, 
small sugar factory, etc. A budget allocation of Rs 1 mil- 
lion has been secured for this purpose. 

Private enterprise in industry consists principally of 
soap, matches, canvas and rubber shoes and cotton towels, 
sarongs and banians manufacture. The most recent entries 
into this field have been two garment factories using modern 
cutting and sewing machinery. The first census of indus- 
try, in 1952, showed a value of gross output in ‘Factory 
industry’ in Ceylon of Rs 600 million, nearly 50 per cent 
being in the private sector. Protection under the Industrial 
Products Act is given to locally made cotton sarongs, towels 
and banians, ready made shirts, glass chimneys, glass tum- 
blers and plywood chests; production of these has been 
steadily expanding. The government also gives some direct 
financial assistance to private industries and waives or re- 
duces import duty on their raw materials and machinery. 
It is considering a recommendation by the Mission from the 
International Bank for Reconstruction and Development that 
a Development Corporation should be established by joint 
action of the government, the Central Bank, the commercial 
banks and other private interests. Its initial capital might 
be Rs 100 million of which government should contribute 
not more than half, and no single participant should own 
a controlling share. Following a recommendation by the 
same Mission the government has taken steps to establish 


This money was spent by the Rural Deve-— 
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an institute of industrial and scientific research; the neces- 
sary legislation for this has been placed before the Parlia- 
ment. 

The government is trying to promote private invest- 
ment in several fields including industry. Concessions in- 
clude partial exemption from income tax up to five years, 
high rates of depreciation and low import duties on goods 
required by industries. Foreign participation may be 
secured in setting up an oil refinery and in modernizing the 
fishing industry. 

Simultaneously, the policy of Ceylonization of trade 
and industry is being pushed further. The government has 
been using bilateral trade agreements and import licensing 
as instruments for promoting trade by Ceylonese nationals. 
Trade with mainland China is largely in the hands of 
Ceylonese nationals, and during the year imports from 
eastern European countries were brought under license, with 
a view to issuing licences to registered Ceylonese traders, 
who were also given preferential licensing treatment for im- 
ports from Japan and Germany. A considerable number of 
Indian traders have been repatriated. 


PUBLIC FINANCE 


Measures taken in the 1953/54 budget produced a 
marked improvement over the serious unbalance of the two 
previous years. The roots of the 1952/53 financial crisis lay 
in the budgetary policies pursued in the immediate post-war 
years when total expenditures (including those on social 
services and investment) exceeded current government re- 
venues and savings by the public. Deficits were financed 
mostly by drawing upon the cash balances accumulated dur- 
ing the war years. The Korean-war boom temporarily 
brought revenues up to the level of expenditures and for 
one year, there was only a small deficit. However, as prices 
and revenues fell, the higher expenditures on investment, 
social services and food subsidies could only be met by 
large-scale deficit financing. The bulk of these deficits was 
financed by the expansion of banking credit. Thus the bud- 
get deficits in the two years 1951/52 and 1952/53 totalled 
Rs 425 million, nearly 20 per cent of total government 
expenditures. 

In 1953/54, the government took the major step to- 
wards a balanced budget, by abolishing the consumer food 
subsidies, which had cost the exchequer Rs 239 million in 
1951/52 and Rs 127 million in 1952/53. A contributory 
factor to the improvement was the increase in customs re- 
venue, mainly from the export duty on tea which was raised 
thrice during the year, first by 15 cents per lb in May, again 
by another 15 cents per lb in September to 75 cents per lb, 
and again to Rs 1 per lb in November, 1954. 


The government had a net cash deficit of only Rs 0.9 
million in 1953/54 as compared with a deficit of Rs 151.5 
million in 1952/53. The 1954/55 budget, described by the 
Finance Minister as aiming at economic development with 
financial stability, continues the policy of the balanced bud- 
get. The principal decision is that total government ex- 
penditures should not exceed total government revenue plus 
receipts from loans abroad. The government has decided 
not to resort to local borrowing for two reasons: to avoid 
expansion of credit and to make local savings available for 
private investment. It decided to maintain, and even raise 
expenditure on development, and therefore to hold non- 
developmental expenditures under strict control. However, 
postponable maintenance expenditures, which were cut down 
in 1953/54, have been included in 1954/55. The budget 
provides Rs 300 million for investment including economic 
development, a substantial increase from Rs 250 million in 
1953/54. Economic and social service expenditures are 
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maintained. The small proportion (only about 2 per cent) 
of the public expenditure devoted to defence has greatly 
helped the government to concentrate its efforts on social 
services and investment (including loans and advances) 
which take up respectively 27 and 30 per cent of total 
government expenditures. 

The available funds for development were allotted as 
follows: First a major share of expenditure was allotted for 
fulfilling commitments on long-term projects already started 
and continuing into 1954/55. Next, the government decided 
to speed up where practicable the construction of projects 
started earlier, notably the Gal Oya Scheme. Finally, re- 
sidual funds were allocated to important new projects in- 
cluding stage 2A of the hydro-electric scheme, a new fishery 
harbour, government housing, water supply and some minor 
irrigation schemes. 


In view of the balance aimed at, and also of the ex- 
pected comprehensive review of the tax system, the 1954/55 


budget introduced only minor changes in taxation. Some 


relief was given to local industries and agriculture by re- 
ducing the import duty on specified capital goods and 
machinery required by them. Lower import duties were 
applicable to dairy and poultry farming equipment, marine 
diese] engines, and manure. 


The method of taxing imported motor cars was 
changed. As it was considered unrealistic to tax cars on 
the basis of horse-power, it was decided to tax them on the 
basis of the landed cost. The duty on sports materials was 
lowered. There were only two changes in export duties, a 
reduction on pepper and an increase on cocoa. The net re- 
sult of all these tax changes will be a net loss of revenue 
of only Rs 0.5 million. 


Under the Colombo Plan, Ceylon has so far received 
external financial assistance amounting to Rs 30 million, of 
which over Rs 19 million was received in 1953/54. The 
Government of Ceylon has succeeded in raising a sterling 
loan of £5 million (Rs 64.5 million) in London, to be used 
for development expenditure. It also successfully 
negotiated a 25-year loan of $19.1 million at 4.75 per cent 
interest from the International Bank for Reconstruction and 
Development to finance the external costs of stage 2A of 
its hydro-electric scheme. During 1953/55, Ceylon will re- 
ceive Rs 16 million from Canada and Rs 5.7 million from 
Australia as grants under the Colombo Plan. 


The effect of the new budgetary policy is reflected in 
the changes in public debt during 1954. In contrast to 1953 
when there was a sharp increase in the total floating debt, 
there was a marked fall in 1954. Treasury bills outstand- 
ing fell from Rs 190 million in December 1953 to Rs 105 
million in October 1954; the central bank’s holdings of 
domestic securities which had risen from about Rs 75 million 
to Rs 150 million during 19538, were reduced to less than 
Rs 20 million by September 1954. Central bank loans and 
advances to the government were also substantially repaid, 
as were the loans taken from semi-governmental agencies. 


During 1953, the government issued two new loans for 
Rs 80 million, of which about Rs 30 million was a conversion 
operation, and the remainder an addition to the funded debt. 
In March-July 1954, a 10-year 3.25 per cent loan was issued 
for Rs 70 million, of which about Rs 50 million represented 
a funding operation, only the balance being new money. The 
budget for 1954/55 would not require borrowing in the local 
market. 


External payments crisis and budgetary policy:— The 
heavy budget deficits of 1951/52 and 1952/53 coincided 
with a serious disequilibrium in external payments, due to an 
increase of imports since 1951 together with lower export 
prices after the Korean-war boom. Ceylon’s external assets 
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had improved by about 50 per cent from Rs 882 million in 
June 1950 to a steady level of about Rs 1,200 million be- 
tween March 1951 and January 1952. In February 1952 
began a decline which reduced them to Rs 607 million by 
the end of 1953, about half the peak level of 1951. The 
major proportion of the decline in foreign exchange reserves 
was accounted for by the merchandise deficit which, ac- 
cording to balance of payments statistics, was as much as 
Rs 425 million in 1952 and 1953 combined. From 1951 
Ceylon’s level of imports was far higher than before the 
Korean-war boom and continued éven after the export earn- 
ings had declined. 


Budget deficits (caused largely by food subsidies which 
prevented imports from contracting te match the shrinking 
export earnings in 1953) while aggravating the foreign 
exchange situation were not the primary cause of the 
payments problem. The reduced export earnings were the 
major cause of the payments crisis, and they were largely 
beyond Ceylon’s control. 
tributed to the depletion of exchange reserves, because they 
released purchasing power (which would otherwise have 
been spent on food) for additional imports. A liberal im- 
port policy, undertaken to prevent the budget deficit from 
having inflationary consequences, aggravated the impact of 
this purchasing power on imports. 


TRADE AND PAYMENTS 


In 1954 external assets stopped falling and _ then 
steadily increased. Between the end of December 1953 and 
the end of November 1954 they rose by nearly Rs 275 mil- 
lion, to Rs 882 million, because of increased export receipts 
and reduced imports. The proceeds of the £5 million 
London loan also added to the exchange reserves. Export 
receipts during the year were Rs 1,809 million, and the 
trade surplus was Rs 412 million. The increase in tea ex- 
port proceeds and the decline in the value of imports by 
over Rs 200 million were the major contributory factors 
to this surplus. 


The quantity of tea exported in 1953 was 152,000 
tons; it rose in 1954 to 161,000 tons. The f.o.b. price of 
tea had steadily increased from Rs 2.30 per lb in 1952 and 
Rs 2.46 in 1953 to Rs 3.11 in 1954. The extent of the in- 
crease in price during 1954 can be seen from the f.0o.b. 
prices per lb for the following months: January Rs 2.62, 
March Rs 2.94, June Rs 2.91, September Rs 3.24 and Decem- 
ber Rs 4.17. The reason for the rise in price is primarily 
increased demand for tea in the principal consuming markets 
of the world, namely, the United Kingdom, the United 
States, the Middle Eastern countries and Scandinavia. ' The 
rise in the price of coffee, the London dock strike, and the 
floods in India which resulted in late deliveries also contri- 
buted to this buoyant demand. 


Export proceeds from rubber declined, following a fall 
both in volume and in price. Rubber exports in 1953 were 
95,000 tons valued at Rs 329 million, and the average f.o.b. 
price was Rs 1.54 per lb. In 1954 exports were 90,500 
tons valued at Rs 276 million, and the average f.o.b. price 
was Rs 1.36 per lb. 


The volume of export of coconut products which had 
improved in the second half of 1953 contracted sharply in 
the first half of 1954; export prices of coconut products 
fell off slightly during 1954. 


Under the fit¥e-year trade agreement with China, Ceylon 
had contracted during 1953 to purchase 270,000 tons of 
rice at a price Of £54 per ton f.o.b. China ports and to 
export 50,000 tons of sheet rubber at a price of 32d per lb 
for grades 1 to 3 and 29d per lb for grades 4 and 5. This 
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FAR EASTERN 


ECONOMIC REVIEW 


agreement worked satisfactorily. Ceylon’s quota of rubber 
exports had been completed by early December 1953 and 
the deliveries of Chinese rice for 1953 had been completed 
in February 1954. China, with nearly 15 per cent of Cey- 
lon’s exports and 13 per cent of its imports, had thus become 
a major trading partner of Ceylon next only to the United 
Kingdom. In September 1953, new prices were negotiated 
under the agreement. The price of rubber was fixed at the 
weighted average of 27.7d per lb for all grades in 1954 and 
26.7d per lb in 1955 as against 31.7d in 1953. For rice the 
price agreed upon was £47 per ton f.o.b. China ports in 
1954 and £39 per ton in 1955 as against £54 in 1953. 
The rubber price was until recently substantially higher 
while that of rice was substantially lower than the corres- 
ponding world market prices. The gain to Ceylon in 1953 
in foreign exchange from these favourable prices has been 
estimated at Rs 95 million. The price agreed upon for rice 
in 1955 was considered by Ceylon to be higher than the 
probable market price in South-East Asia. 


In September 1953, Ceylon concluded a four-year rice 
purchase agreement with Burma. However, Ceylon had 
more than 120,000 tons of rice in stock at the end of 1953 
owing mainly to the decline in off-ration sales and may 
have contracted to buy more rice than it needs, particularly 
if domestic production increases as scheduled. Actually, 
the stock position in 1954 was such that it allowed the gov- 
ernment to re-export 15,000 tons in the first three quarters 
of the year. 


Imports totalled Rs 1,400 million in 1954, representing 
a level lower than in 1951-53 but still about 35-40 per cent 
above that of 1949. It represented a decline of nearly Rs 
210 million as compared with 1953. As usual, imports of 
foodstuffs were nearly 50 per cent of total imports, rice, 
wheat flour and sugar imports alone costing about Rs 430 
million. 


A volume of imports involving foreign exchange ex- 
penditure of over Rs 1,500 million per annum may prove 


‘difficult to finance, unless export prices and. quantities are 


maintained at reasonably stable and high levels or, alter- 
natively, external financial assistance becomes available. 
Rubber prices are uncertain, and a break in tea prices, if 
and when it occurs, would once again cause export earnings 
to fall. Imports may be high in spite of balanced budgets 
and the government may in time recognize the importance 
of restraining the volume of less essential items, if develop- 
mental imports are not to be sacrificed. 


The Finance Minister in his budget speech said that 
although the Mission from the International Bank for Re- 
construction and Development recommended a level of ex- 
change reserves of Rs 450 million as the desirable minimum, 
he considered a minimum of Rs 650-750 million as not too 
high. Present reserves, though better than last year’s, are 
not high enough yet to permit a sizeable decline. 


MONEY, CREDIT AND PRICES 


The total money supply had declined in 1953, but much 
less than external banking assets, because of an expansion 
of domestic credit to both the government and the private 
sector. The downward trend in money supply continued in 
the first four months of 1954 but was reversed from May 
onwards. At the end of September, the total money supply 
stood at about Rs 880 million, only slightly Jower than at 
the end of 1952. 


The major expansionary factor in money supply was 
the continuous increase in export earnings in 1954. The 
major offsetting factor was the improved budgetary position, 
the repayment of government loans and advances to the 
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central bank and the substantial reduction in the volume of 
the floating debt. In addition, by means of the increased 
export duty on tea government is transferring to the ex- 
chequer a large part of the additional income accruing to 
the tea exporters, Thus the increase in money supply was 
only one-fifth of the increase in external banking assets. 
In the domestic private sector, between January and Septem- 
ber 1954, there was a net contraction of money supply of 
Rs 43 million. This was due to a fall in Treasury bill 
sales and in the Treasury bill rate of interest, bringing 
about an appreciable increase in time and savings deposits 
of commercial banks. There were, however, occasions when 
credit expansion occurred in the domestic private sector, 
but these were mainly seasonal. 


The limited size of the increase in money supply in 
1954, due to the disinflationary effect of the budgetary 
policy, does not seem, at the moment, to be capable of giving 
rise to any dangerous inflationary tendencies. In fact, the 
Colombo cost-of-living index in 1954 remained stable with 
a slight downward trend, while the index of real wages of 
tea and rubber estate workers rose by 8 per cent in August 
and declined slightly in the succeeding two months. There 
is no evidence that disinflation has caused increased unem- 
ployment. 


Interest rates, which centra] bank policy had generally 
raised in the latter part of 1953, moved significantly down- 
ward in 1954. The central bank had raised its rate from 
2.5 to 3 per cent in July 1953 and supported the upward 
trend in money rates by open market operations. The 
Treasury bill rate rose sharply from 0.92 per cent in 
February to an average of 2.47 per cent in July and re- 
mained at 2.48 per cent for the rest of 1953. In June 1954, 
the central bank reduced its rate back to 2.5 per cent. 
With the continuous decline in the volume of Treasury bills 
outstanding, the Treasury bill rate fell from 2.48 per cent 
in February to 2.12 per cent in mid-May, 1.14 per cent in 
mid-July and remained at 0.81 per cent at the beginning of 
October 1954. Simultaneously, the yields on medium- and 
long-dated government securities, which had followed short- 
term rates upward in the latter part of 1953, also declined 
in the second and third quarters of 1954. The easing of 
money rates was reflected further in the successive reduc- 
tions by the Exchange Banks Association of its inter-bank 
call loan rate and fixed deposit rates during May-June, and 
again in September. 


All these developments have made the commercial 
banks more liquid, with a _ better reserve position. In 
September 1953 the central bank reduced the required ratio 
of reserves of the commercial banks with the central bank to 
10 per cent of their demand deposits, from 14 per cent to 
which it had been raised in January 1951. Commercial 
banks’ excess reserves rose from about Rs 6 million in 
December 1953 to nearly Rs 50 million by September 1954. 


The policy of the central bank has been not to restrict 
commercial bank credit to the private sector of the economy 
particularly for financing production and trade. It has also 
recommended legislation to enable the State Mortgage Bank 
and the Ceylon Savings Bank to extend more liberal credit 
facilities to private enterprise; to give the commercial banks 
the right to realize speedily on types of collateral, pledged 
as security; and to reduce stamp duties on mortgages pledged 
to secure commercial bank advances. 


~ 
\ 


CONCLUSION 


In 1954 Ceylon’s economy has been further readjusted 
to the collapse of the Korean-war boom; the remedial 
measures of 1953, particularly -the policy of budget balance 
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JAPAN TRADE GUIDE 1955 


The Japan Trade Guide 1955 has just been 
published. It is replete with information on Japan’s 
trade and industrial activities during 1954 and contains 
in addition to general information for foreign traders 
a comprehensive mercantile directory (over 1,800 Japan- 
ese manufacturers, exporters and importers listed). The 
700-page guide to Japanese trade is beautifully bound 
and is priced at HK$28.C0. | 

The 1955 edition of the Japan Trade Guide has been 
compiled under direct supervision cf the Ministry of 
International Trade and Industry of the Japanese 
Government. Considerable improvements have been 


_made in the trade directory section and the section 


devoted to general trade information. 


The first edition of the Japan Trade Guide was 
published in 1935. The 1955 edition is the fifth issue 
since the war’s end. Orders and enquiries have been 
on the increase every year, which attests to the growing 
popularity of the Japan Trade Guide among overseas 
traders. 


TABLE OF CONTENTS 


SECTION I 
GENERAL SURVEY OF ECONOMIC AND TRADE CONDITIONS 
IN JAPAN 


Chapter 1 Japanese Economy, Chapter 2 Industrial Production 
Present and Future Chapter 3 Foreign Trade 
SECTION II 
EXPORT INDUSTRY AND EXPORT COMMODITIES 
Chapter 1 Mining Industry Chapter 7 Ceramic Industry 


Chapter 2 Iron and Steel Chapter 8 Sundry Goods 
Chapter 3 Non-ferrous Metals Chapter 9 Food Industry 
Chapter 4 Machinery Industry Chapter 10 Agriculture and - 
Chapter 5 Textile Industry Stock-farming 
Chapter 6 Chemical Industry Chapter 11 Marine Products 


Chapter 12 Power Industry 


SECTION III 
MERCANTILE DIRECTORY 


Chapter 1 List of Manufac- According to Com- 
turers Classified modities 
According to Com- Chapter 3 Alphabetical List of 
modities Manufacturers and 
Chapter 2 List of Trading Trading Firms 
Firms Classified 


SECTION IV 
EXPORT AND IMPORT PROCEDURES 
Chapter 1 Export and Im- Chapter Diplomatic BEsta- 


port Procedures blishments 


Chapter 2 Export and Import Chapter International Trade 
Trading Law Fair 

Chapter 3 Export Inspection 

Chapter 4 Foreign mic Cooperation 


6 
7 

Chapter 8 International Econo- 
9 


Financing and Ex- Chapter Patent and Trade 


port Insurance Mark System 
Chapter 5 Customs System Chapter 10 Commercial Arbi- 
tration 


SECTION V 
ALLIED INDUSTRIES 


Chapter 1 Banking Chapter 6 Land Transportation 

Chapter 2 Marine Insurance Chapter 7 Commercial Aviation 

Chapter 3 Harbors, Ports and Chapter 8 Radio and Television 
Warehouses Chapter 9 Motion Pictures and 

Chapter 4 Maritime Trans- Light Opera 
portation Chapter 10 Tourism 

Chapter 5 Shipbuilding 


SECTION VI 
INDUSTRIAL AND SCENIC RESOURCES OF 
DIFFERENT PREFECTURES 


Orders for the Japan Trade Guide 1955 can be 
placed with the Far Eastern Economic Review, Ltd., 
322 Queen’s Building, Hongkong. Telephone 32429. 
Price per copy (De Luxe edition) HK$28.00. 
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_ THE CHINESE SHIPPING INDUSTRY 


By a Chinese Shipping Merchant 


A review of modern history of shipping shows that the 
‘use of steamship for navigation in China began in the reign 
of Emperor Tung Chi of the Ching Dynasty when steamships 
were procured from foreign countries for the transportation 
of tribute rice to Peking through the Grand Canal. At that 
time the China Merchants Steam Navigation Company was 
organized in the form of a private company operating under 
the direct supervision of government authorities and marking 
the beginning of the use of steamships in Chinese shipping 
industry. | 

From 1872 to 1927, bound with the shackles of un- 
equal treaties which were aggravated by both internal 
troubles and foreign aggression, shipping industry in China, 
struggling hard under adverse economic and political con- 
ditions could not have any chance for expansion. But from 


and the abolition of consumer food subsidies, are having 
the desired disinflationary effect. The improvement in 1954, 
due principally to the achievement of budgetary balance, 
the improvement in export earnings and the availability of 
external financial assistance, has enabled the government to 
maintain and even raise the level of developmental expendi- 
tures in 1954/55 without appreciable inflationary pressure or 
addition to the money supply. However, despite budgetary 
balance, imports are still some 30 to 35 per cent higher 
in value than before the Korean-war boom. Falling rice 
prices in 1954 help Ceylon’s payments abroad; but increased 
developmental expenditures and a high level of imports 
cannot be simultaneously financed unless a reasonably high 
level of export earnings is maintained. The level of export 
earnings in 1954 has however been encouragingly high. The 
export of rubber to China under the trade agreement may 
bring some stability of rubber earnings. Much will depend 
on the world demand for tea which has contributed so 


heavily to the better export earnings of 1954. A break in, 


the demand for tea and in tea prices might reduce export 
earnings once again with unhealthy repercussions, as in 
1952 to 1953, on both foreign exchange reserves and internal 
finance, unless counter-measures were taken. A _ policy of 
budget balance alone might not prove adequate since ex- 
ternal reserves are still low. 

In the meantime, the government has encouraged 
greater production of food—whose import accounts for 
almost one-half of the country’s total import—by means of 
various measures, particularly the producer food subsidy. 
Such subsidy so far appears to have been high in relation 
to the cost of food production elsewhere; its reduction 
appears desirable in the interest of maintaining relatively 
efficient domestic production of food on the one hand, and 
of reducing its burden on government finance on the other. 


While the government has attached first importance to 
the improvement of food production and provision of power 
and transport, initial measures are being taken for the de- 
velopment of industries, with a view to reducing consumer 
goods imports. The government policy recently has been 
to encourage private enterprise for industrial development, 
but the supply of entrepreneurial ability is somewhat limited. 
More positive measures to mobilize domestic financial re- 
sources, which under the government’s liberal import policy 
have been partly spent on the import of consumer goods, 
would help to further development. 


1927 to 1937, on the unification of China after the revolution 
and civil wars, though the right of inland and coastal navi- 
gation long enjoyed by foreign powers had still not yet been 
abrogated, shipping industry had gradually expanded and 
some progress was made in its rehabilitation and recon- 
struction. By 1937 when the undeclared war with Japan 
was started, China already owned a fleet of more than 1,000 
steam vessels, aggregating over 500,000 gross tons. Inspite 
of the overall size of the fleet, the average tonnage of each 
vessel was pitiably small, and their activity was limited to 
Japan, the coastal line and the inland navigation and be- 
tween Japan and South Sea ports. 


In April 1947 when S.S. “Tien Lung” of China Maritime 
Trust Ltd. sailed to the Atlantic Ocean and SS. “Tung 
Ping” across the Pacific, it opened a new page in our shipping 
history. In succession, the China Union Line, Ltd., with 
their newly acquired modern ships from the United States, 
also participated in the far ocean operations. Later, 
CMSNCO joined with a part of their Liberty-type vessels. 
The shipping routes, therefore, extended far and wide, almost 
to every open port in the whole world. 


Chinese shipping trade reached its peak in October 
1948 when there were 3,830 vessels of all sizes aggregating 
1,159,897 gross tons registered under Chinese flag. Their 
principal base of operation was at Shanghai, where were 
registered 245 vessels of over 1,000 tons with 766,686.86 
gross tons, 290 vessels of under 1,000 tons with 124,835.98 
gross tons and 199 vessels under 100 tons with 8,821.71 
gross tons. 


Chinese Shipping Companies 


One of the oldest shipping companies in China is the 
China Merchants Steamship Navigation Co., Ltd., which was 
established in 1872 first as a private concern and later as 
a government enterprise. The vicissitudes through which it 
passed were a sad reflection on the political instability and 
upheavals in China’s domestic and international relations 
during the last three quarters of a century. Following the 
conclusion of Sino-Japanese hostilities. CMSNCO acquired 
a quantity of vessels by taking over confiscated property and 


by purchasing vessels mostly on long-term loans arranged © 


with the U.S. Government. It then operated a big fleet of 
river, coastal and ocean-going steamers, besides owning 64 
wharves with a total frontage of 321,720 metres and 224 
godowns with the maximum capacity of 806,000 tons of bale 
cubicage. | 

On its evacuation from Shanghai on the eve of the 
Communists’ occupation in May 1949, most of the Company’s 
ships were able to escape seizure and sailed to Taiwan. At 
present among the 53 vessels owned by CMSNCO there are 
7 of Liberty type, 8 of Laker type and 6 of N 3 type, and 
the remainder are LST, LSM, T1 Tanker, T2 Tanker and 
auxiliaries. Of these vessels only 22 are in operation, the 
others being laid up. The company, in its present state of 
reduced size, is still the largest shipping company of Free 


China. Besides sharing with other commercial vessels for 


maintaining communications around the Island or in its 
vicinity, it extends operations first to Japan and the Philip- 
pines, then to Bangkok and Singapore, and finally to both 
the east and west coasts of the United States, Canada, the 
Gulf ports, South America, Australia, African ports on the 
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Red Sea, the Persian Gulf, the Suez Canal, the Mediterranean 
and Europe. 


The Taiwan Navigation Co. was organized in 1946 after 
Taiwan was restored to the Chinese control to take over a 
number of old and damaged motorized boats as the capital 
asset plus floating property salvaged from harbours and 
along the coast of the Island and also some shore property 
formerly owned by Japanese shipping companies. The ad- 
ministration is preponderantly a provincial concern. Being 
intrinsically a local enterprise, it maintains lines of com- 
munications for local exports and imports and also keeps 
waterborne transport business by regular sailing schedules 
between ports of the east and west coasts of the Island, with 
unscheduled runs to Okinawa, Korea, the Philippines, India, 
Burma, Indonesia and Malaya. At present, the company has 
a fleet of 10 vessels of various types, totalling 27, 459. 14 
gross tons with deadweight tonnage of 39,673.00. 


China Union Lines LTD (CUL) was jointly formed in 
August 1948 by 34 private shipping companies’ which re- 
ceived compensation money of US$3,600,000.00 from the 
Government, in consideration of 61 vessels (totalling 123,500 
D/W tons) requisitioned during the Sino-Japanese hostilities. 
Through arrangement with the U.S. Government, 3 Victory 
type and 8 CI-M-AVI type of vessels were acquired on long- 
term loan basis. These 11 vessels have laid a good founda- 
tion for the company in international navigation. The 
Chinese Government turned over the 11 vessels to CUL for 
operation and for the payment of principals and interests 
when due with a view to eventual transfer of ownership to 
the company when the balance of the purchase money secured 
by mortgage is finally paid off. However in the spring of 
1951 when the freight slump was at its lowest ebb, the com- 
pany was unable to meet its obligations as contracted by 
the Government and was compelled to dispose of two Vic- 
tory-type vessels to avoid possible foreclosures which twice 
crippled the company. 


CUL evacuated its center of operation from Shanghai 
to Hongkong in May 1949; and, in April 1951, it shifted 
the management and operations to Taipei on instructions of 
the Government. The activities of the CUL ships are con- 
centrated chiefly on tramp business and their ships have plied 
on waters of Indian ocean, Japan Sea, Australian and New 
Zealand coasts regularly, while occasionally its flags are seen 
in the Philippine Islands, South America, Africa and East 
and West coasts of North America. At present, the com- 
pany owns 9 cargo vessels of one Victory and 8 CI-M-AVIs, 
totalling 36,825.81 gross tons with deadweight tonnage of 
59,150.00. With a small staff and a complement of efficient 
officers, CUL has a good foundation for future develop- 
ment. 


Mention must be made of another two leading companies, 
viz., Chinese Maritime Trust and E-Hsiang S.S. Co., Litd.; 
both are private shipping companies. These two companies 
have played an important role in fostering and promoting 
overseas trade routes and are also chief promoters in the 
formation of CUL. Established in Shanghai in 1941, Chinese 
Maritime Trust almost immediately ran into difficulties due to 
the outbreak of the Pacific War. Not until 1945, when the 


‘Second World War was ended, was the company able to pur- 


chase a few more vessels and extended its business. E-Hsiang 
Steamship Co., established in 1946 in Shanghai, formerly 
had 6 vessels. Since its evacuation from the mainland, the 
company has maintained branch offices in Tokyo, Hongkong 
and Singapore. At present it still has 4 vessels of 18,540 
gross tons. 


Finally, mention may be made about the Chung Hsing 


§.S. Co., once a prominent shipping company in Shanghai. 


This company now operates only two ships of about 10,000 


‘fand Scandinavian countries. 
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tons under local management. As regards other private 
shipping companies in Taiwan, they are not worthy of note, 
as they mostly possess only one single steamer either of 
the obsolete type or of small size. 


Impert and Export Cargoes 


It is to be noted that the principal imports into Taiwan 
are mostly manufactured goods occupying relatively small 
Shipping space. Moreover, they are carried mostly by for- 
eign steamers, with the exception of fertilizers from Japan 
which is shipped by Chinese’ vessels. Rice, sugar, salt, 
cement coal and tea are staple exports from Taiwan, a large 
proportion of which is transported by Chinese vessels. 


It is further to be noted that with about 320,000 gross 
tons of Chinese vessels available for shipping, a total of 
2,000,000 tons of export and import cargoes would not be 
sufficient to keep them fully employed. Vessels of bigger 
tonnage, such as Liberties, Victories, CI-M-AVIs and large 
tankers had to find chartering business all over the world. 
In order to avoid unfair competition and scrambling for 
limfted cargo, there has always been close co-operation among 
the Chinese shipping companies through the medium of a 
Joint Office of Foreign Shipping for an equitable division 
of all available import and export cargoes. The private 
shipping companies further co-ordinate their work by parti- 
cipating in the “Associated Merchants Shipping Agency of 
China”, a sort of pool in dealing with allocation of tonnage, 
fixing schedules, equalization of rates, negotiation of loans 
and other kinds of services conducive to mutual interests. 


Lastly, it is to be noted that the freight rates for im- 
port and export cargoes carried by Chinese steamers are 
fixed to conform with the requirements of the controlling 
authorities, and that freights are paid in local dollars at the 
certificate fates which mean a large saving of foreign ex- 
change to the Government. 


Unfavourable Conditions for China's Shipping Industry | 


A conclusion may be drawn from the foregoing para- 
graphs that Chinese shipping companies have worked under 
conditions unfavorable for their healthy development. On 
the contrary, they have not been assisted where assistance is 
necessary. It appears that there are several causes leading 
to such a predicament. Firstly, the present taxation laws 
make no special provision for tonnage replacement fund nor 
any provision or acts exempting shipping companies from 
income tax when profits for the current year could not 
meet the deficit for the past year as in the case of English 
Secondly, there is no operat- 
ing, constructien differential or any special subsidy aimed at 
the protection of Chinese merchant marine and shipbuilding. 
Thirdly, the Government banks do not grant long term loans 
at low rate of interest as granted by the Japanese and 
American Governments in helping promote the shipping pro- 
gramme. Fourthly, there has not been any legislative act 
to authorize the Government to buy over-age vessels at the 
market value which might be taken as part payment of the 
contract price for a new vessel in exchange. Of course 
there are extenuating circumstances from the point of view 
of the Government which has not been able to grant relief 
to shipping owing to the scourge of war. 


There are many cogent reasons why great importance 
should be attached to the Chinese merchant marine, both for 
immediate and future purposes. The main purpose is to 
maintain lines of water traffic with Japan and Korea in 
the north, Hongkong, Singapore, Indochina, Thailand and 
Indonesia in the Southeast Asia, with India, Pakistan and 
the Philippine Republic, and also with Australia. Taiwan 
being an island, its economy must depend upon interchange 
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of staple exports and manufactured goods carried by its own 
fleet of ships. There is an additional value of boosting the 
morale of the Chinese National Government by maintaining 
its merchant fleet plying over all overseas routes. Nationa- 
list ships moving about to all corners of the earth carry 
with them physical, spiritual and political values. Militarily, 
the Chinese merchant marine is indispensable in time of 
emergency as auxiliaries for transport and landing purposes. 
It is also vitally important to maintain the livelihood of 
9,000 trained personnel (officers, engineers and crew), whose 
usefulness in time of national reconstruction cannot be over- 
looked. 


Chinese Shipping Reconstruction 


A tentative programme for Chinese shipping reconstruc- 
tion is presented hereunder: 


(1) Scrapping of Obsolete Ships: It has been the 
policy of many steamship companies to scrap over-age ships 
which have heavy consumption of fuel, lower speed and ex- 
cessive cost of repair and maintenance. Not only is it 
economically difficult to operate obsolete ships under tom- 
petitive conditions against foreign ships, but it has also 
proved an unbearable burden to any steamship company in 
the general slackening of world freight market. CMSNCO 
has already scrapped S.S. Hai Kwei, Hai Chih, 2 TI Tankers 
and 4 Lakers. The Taiwan Navigation Co. has already scrap- 
ped S.S. Hsin Chu and Chang Hua and disposed of S.S. Feng 
Shan, Feng Lin and Kan Shan, having two more cargo boats 
to serap, viz.. Kao Hsiung and Kya Yi. In like manner, the 
E-Hsiang and Chinese Maritime Trust have their programme 
of scrapping half of their old tonnage. Owing to the limited 
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local demand for iron scraps, their programme has not been 
thoroughly and systematically carried out; but it is believed 
that a total of 160,000 gross tons of obsolete ships will be 
deleted from the Chinese registry, provided that the proceeds 
realized from scraps can be profitably utilized for payment 
of the purchase price of new tonnage under a progressive 
programme. 

(2) Replacement by Lease of New Tonnage: As ex- 
plained in the preceding paragraphs, repairs and operations 
of over-age vessels have proved very expensive and unecono- 
mic. It is therefore suggested to buy comparatively new 
vessels for replacement after scrapping the old ones. An 
analysis of the over-age vessels shows that to replace vessels 
over 20 years on a ton-to-ton basis would require 161,919 
tons of ships. In order not to deprive Taiwan of essential 
communication service in water transport, it would seem de- 
sirable to replenish those ships which are thus scrapped. »A 
practical solution of the question at issue would appear to 
be either by leasing of laid-up vessels from the U.S. Govern- 
ment or by purchasing on nominal values under special ar- 
rangement such as reported to have been granted to the 
Japanese Government in the lease of 50 Liberties by the 
U.S. Government. | 

(3) Building of New Ships: If the programme referred 
to above can be realized, the Taiwan Shipbuilding Corpora- 
tion can map out plans for building new ships. Chinese 
shipping companies would be in a position to place orders, 
provided that they are granted long term loans at very low 
rate of interest. It is generally admitted that Taiwan can- 
not be industrially self-sufficient without an efficient Chinese 
merchant marine consisting of new ships capable of meeting 
competition even under unfavourable circumstances. 
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HONGKONG NOTES 


INDUSTRIAL DEVELOPMENTS 


The Mayfair Industries (Slide Fastener) Co.,Ltd. 
started the production of zip slide fasteners last week 
under the trade mark of “Clipper”. This is a new industry 
in Hongkong. The factory is equipped with the latest pre- 
cision automatic machinery imported from US. British 


raw and semi-raw materials are used so that the products 


are qualified for British Imperial Preference. Clipper pro- 
ducts include slide fasteners made from aluminium and brass 
with or without enamel coating. Various sizes and colour 
shades are available for garments, leather goods, travelling 
cases et cetera. Two existing torch and electro-plating 
factories are now also making metal watch bands. An im- 
porter is planning to start a factory for the metallisation 
of plastic and other articles. A timber company is opening 
up a saw mill and a furniture factory has set up a new 
department to produce rubber footwear. 


PROTEST AGAINST FALSE ALLEGATIONS 


In his printed statement to shareholders of the Nan- 
yang Cotton Mill, Ltd., Chairman Lawrence Kadoorie ob- 
served that protest must be made against the allegation 
of the employment of cheap labour in Hongkong’s textile 
industry, and to the accusation levelled at the mills in Hong- 
kong of passing off Japanese manufactured goods as those 
of Hongkong manufacture because such accusations were 
obviously based upon misinformation. With the increase in 
exports of grey cloths to the U.K., public attention during 
the past few months has been focussed on the organised 
agitation in Lancashire designed to bear pressure on the 
Government to restrict imports of these fabrics from Hong- 
kong, India and Japan. Mr. Kadoorie pointed out that 
restriction of such imports will not solve Lancashire’s main 
problem which is to increase exports in the face of com-, 
petition from low-cost producers and high tariffs. The 
President of the Manchester Chamber of Commerce had 
opined that the spinners of yarns and weavers of cloth repre- 
sented only a part of the cotton industry. The bleaching, dye- 
ing, printing, packing and finishing trades with the converter 
merchants made up the rest. Owing to the inability of the 
spinners and weavers to increase their production, there 
would, if imports of grey cloths were restricted, be redun- 
dancy in the finishing trade and many of the converters 
would lose the hold they have so far been able to maintain 
on the substantial re-export business. There were much 
wider issues involved than those concerning the cotton in- 
dustry alone. 
strong producers/sellers market for the spinners and weavers 
was not sufficient reason to disrupt the trade of the con- 
verters and finishers, as well as the trade of the import/ 
export merchants and all the ancillary businesses concerned 
with foreign trading. There were also many other indus- 
tries which benefitted from the sterling credit created by 
these imports of fabrics into the United Kingdom which 
were worthy of consideration. Lancashire appears to have 
overlooked the fact that the imposition of restrictions will 
have international repercussions. From the viewpoint of 
Hongkong, the seriousness of any restrictions to industry 
cannot be exaggerated. In the overcrowded conditions now 
pertaining, unemployment can well lead to grave con- 
sequences. 


To restrict imports merely to maintain a 


NANYANG COTTON MILLS LTD. 


Mr. Lawrence Kadoorie, Chairman of Nanyang Cotton 
Mills Ltd., reviewed the Company’s activities of 1954 at 
the annual meeting of shareholders last week: The past 
year has been one of some difficulty for most concerns in 
the textile industry. In addition to the normal marketing 
problems, there were the overriding problems of import 
control and exchange difficulties. Nevertheless the com- 
pany has expanded its activities and negotiated sales in 
various markets in Southeast Asia, Middle East, Australia, 
Africa and the U.K. While the problems and difficulties we 
have to face do not diminish, we have devoted considerable 
attention towards achieving maximum economies in the 
operation of the Mills, by erecting additional buildings so as 
to continue the modifications of our equipment and to pro- 
vide new plants for our expansion programme. This will 
bring the machinery as up-to-date as possible in all respects. 
Much of the work has already been finished but in order to 
complete our plans we are increasing the number of spindles 
in the immediate future. In the programme of development 
and extension, considerable improvements have been made 
in the processes of spinning staple fibre yarns, for which 
commodity, there is an increasing demand. On the informa- 
tion so far available we should expect the turnover during 
the current year to exceed that of last year and, with still 
further improvements in efficiency, we may succeed in off- 
setting any lowering in textile market prices. The Com- 
pany is still investigating the possibility of setting up a 
mill of 10,000 spindles in Belo Horizonte, Brazil. The 
balance carried forward from the previous year’s working 
was $1,325,242.73. The balance shown in the Profit and 
Loss Account amounted to $1,888,586.01. The interim 
dividend of 40 cents per share, free of tax, absorbed $600. 
000. The final balance of $2.613,828.74 will be dealt with 
in the following manner: 1. To paying a final dividend of 
60 cents per share, free of tax, on fully paid up shares 
amounting to $900,000; 2. To carry forward to next year’s 
account $1,713,828.74. 


PUBLIC WORKS AND BUILDING PROJECTS 


During the period January to March this year, 38 pro- 
jects were completed and 72 new ones started by the Public 
Works Department. Works completed included: the 
Government Chemical Laboratory at North Point, Malaria 
Stores in Kowloon, a camp for disabled persons on Lantao 
Island, Radio Depot and workshops at Fanling, the Victoria 
Peak Look-out, resettlement flats at Tai Hang Tung, the 
new Kowloon Public Pier, the terminal building at Kai Tak 
Airport and the resurfacing and reconstruction of roads in 
many areas. In the New Territories, the schemes for the 
provision of water supply to Shatin and Shataukok Village 
were completed. Among the new works in hand are the 
Tsan Yuk Hospital, the Queen Elizabeth School in Kowloon, 
quarters for nurses and Housemen at Queen Mary Hospital. 
the Kowloon School Medical Clinic, the Government Printing 
Workshops at North Point and extensions to the Police 


Training School. In addition work is in_ progress 
on the Yaumati drainage scheme and drainage works 
at Taikoktsui; Work on the Kowloon City Ferry 
Pier is continuing while the construction of the _ sea- 


wall at Kun Tong has started. The Colony’s Sports Stadium 
at Sookunpoo is making progress and work should be com- 
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pleted around the end of June. Work on widening Castle 
Peak Road at Kwai Chung and Tsun Wan is nearing com- 
pletion; the construction of service reservoirs at Diamond 
Hill and Kau Wa Kang is continuing. During the same 
period, 549 plans covering 1,035 buildings were received 
and 1,215 plans covering 2,254 buildings approved by the 
Buildings Ordinance Office. 156 domestic permits were 
issued. In addition, 42 were issued for the building of 
schools, workshops, factories, office buildings, garages, foot- 
ball grandstands, stores, godown, a theatre and a church. 


NEW FERRY TERMINI 


The building of the new Star Ferry piers on both sides 
of the Harbour will be started soon. The project will take 
24 years to complete. The new Kowloon ferry terminus 
will be situated between the old and new Public Piers at 
Tsimshatsui. The Star Ferry pier at the Victoria end will 
be on the seaward side of the Central Reclamation. Both 
termini consist of a main building with two projecting piers 
capable of berthing four ferries at one time. The work 
will be carried out in two stages. The first phase consists 
of the simultaneous construction of one arm of both the 
Hongkong and Kowloon piers. When this is completed, the 
existing Star Ferry Wharf at Tsimshatsui will be demolished 
to make way for the erection of the second arm of the 
new pier. In this way no interruption will be caused to 
the ferry service. Work will start later this year and the 
first stage of the project should be completed in 18 months. 
The main building of each terminus will be of two-storey 
reinforced concrete construction, each having a frontage of 
about 110 yards. Besides ticket offices and a spacious en- 
trance hall, this part of the terminus will contain shops, 
telephone booths, toilet facilities, store rooms and crew 
living quarters. There will also be a special first aid room, 
a money changer’s booth, an enquiry office and a newspaper 
kiosk. The piers, which project seaward for a distance of 
some 80 yards, will also be of two-storey construction. The 
first class entrances and exits will be on the first floor and 
the second class entrances and exits on the ground floor. A 
feature of the new piers will be the introduction of elec- 
trically operated lifts with hinged ramps which can be raised 
and lowered as required. This will allow for the rise and 
fall of the tide at berthing positions. | 
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MR. F. P. FRANKLIN 


A large and representative assemblage paid respect 
last week to Mr. Frederick Percy Franklin, retiring Manag- 
ing Director of the South China Morning Post, Ltd., who 
died at his residence on May 17. Interment was in the 
Colonial Cemetery at Happy Valley, after a funeral service 
in St. John’s Cathedral. Those who attended included mem- 
bers of the Executive and Legislative Councils, Supreme 
Court Justices, executives of newspaper publishing firms, 
business and banking houses, prominent residents of the 
Colony and the staff of S.C.M.P. Aged 65 years, Frederick 
Percy Franklin was born in Bournemouth. He came to 
Hongkong in 1921 as a representative of several Australian 
companies. For a time he was associated with Mr. 
H. W. Ray, proprietor of the Bijou Theatre in Wyndham 
Street. In 1922 he was offered and accepted the manager- 
ship of the Hongkong Telegraph, then at the corner of 
Queen’s Road and Ice House Street, and when that paper 
became fully merged with the S.C.M. Post he became As- 
sistant Manager of the South China Morning Post, Ltd. In 
March, 1932, he was appointed Acting General Manager, and 
in December, 1947, was made Managing Director from which 
post he retired at the end of March this year. The high 
esteem in which Mr. Franklin was held by his colleagues 
was reflected in the presentation to him on:-May 5, on the 
occasion of his retirement, of a magnificent Silver Rose Bowl. 
On that occasion, the Hon. C. Blaker, Chairman of the Board 
of Directors, paid a warm tribute to Mr. Franklin for his 
sterling services to the Company whose success has owed 
much to his business acumen. In addition to his managerial 
work he was for a time Hongkong correspondent of the 
London News Chronicle and the Sydney Sun, and for some 
years wrote a weekly column in the Hongkong Telegraph 
under the pseudonym of “John Blunt.” He also wrote verses 
as “Cypricus.” Mr. Franklin is survived by his widow, the 
former Miss Gladys Murdoch; one son (Douglas) in the 
Colonial Agricultural Service, Nigeria; two daughters, Sylvia 
(Mrs. R. M. Campbell) and Joan; a brother in Queensland, 
Australia, and a sister in Bedford, England. Mrs. Franklin 
had been a Nursing Sister in the Government Civil Hospital. 
She and her daughter Joan are in England. Sylvia is in 
Japan. 


FOR TASTIER 
COOKING 
ALWAYS.... 


NODA SHOYU Co., Ltd. 


EXPORT DIV. 11, 3-CHOME, KOAMI-CHO 
NIHONBASHL TOKYO 


1 gal. % gal. 
12 fl. oz. 3 fl. oz. 
Keg (4.75 gals.) 
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FINANCE & COMMERCE 


HONGKONG EXCHANGE 
MARKETS 


Report for the week 16 to 21 May 1955 


US$ 

ite Notes Notes 

May High Low High Low 
16 $5851, 584% 583% 583 
17 585% 584% 583% 582% 
18 58414 583% 582% 581% 
19 58414 583% 583% 582% 
20 58414 5831, 583%, 582% 
21 586% 58514 5861, 584% 
D.D, rates: High 685% Low 581%. 
Trading totals: T.T. US$1,330,000, 
Notes cash US$284,000. forward 
US$3,190,000, D.D. US$295,000. The 


market was quiet and fluctuation 
small. On Friday, however, rates im- 
proved considerably. In T.T. the de- 
mand was strong. Offers from Japan 
were normal, but those from Korea 
reduced. An appreciable amount 
reached here from Indochina via Bang- 
kok. In Notes, , local stock dwindled 
and difference with T.T. narrowed to 
only about one point. Interest for 
change over favoured sellers at $2.55 
per US$1,000, and positions figured at 
US$3? million. In D.D., business was 
quiet. 


Yen and Piastre: Yen notes cash 
HK$1,385-1,375 per 100,000; Piastre 
860-805 per 10,000. Business was 
limited. Nothing traded in forward. 
Interests for change over $4.11 per 
Yen 100,000 in favour of buyers, and 
$1.01 per,’Piastre 10,000 in favour of 
sellers. 


Far Eastern Exchange: Highest 
and lowest rates per foreign currency 
unit in HK§: Philippines 2.10-2.075, 
Japan 0.0139-0.01335. Highest and 
lowest rates per HK$ in foreign cur- 
rency: Malaya 0.532, Indochina 12.30- 
12.00, Thailand 3.82-3.70. Sales: Pesos 
520,000, Yen 105 million, Malayan 
$330,000, Piastre 15 million, and Baht 
6 million. The market was active. 


Chinese Exchange: People’s Bank 
notes remained at HK$1.30 per unit. 
Taiwan Bank notes at HK$171-164 per 
thousand, remittances at 147-145. 


Bank Notes: Highest and lowest 
rates per foreign currency unit in HK$: 
England 15.76-15.72, Australia 12.22. 
New Zealand 13.62-13.60, Egypt 14.50- 
14.30, South Africa 15.48-15.47, India 
1.195-1.19, Pakistan 1.02, Ceylon 0.97, 
Burma 0.70, Malaya 1.833-1.831, 
Canada 5.865-5.85, Philippines 2.035- 
2.015, Macao 1.01-1.005, Switzerland 
1.35, France 0.0156, Indonesia 0.132, 
Thailand 0.257-0.256. 


Exchange 


Gold 
May High .945, Low .945 Macao .99 
16 $252%, 252% 
17 252% 252 
18 262 251% Low 262° 
19 252% 251°% 
20 252% 252% 
21 253% 252 264 High 


The opening and closing prices were 
$2524 and 2534, and the highest and 
lowest 2534 and 2518. The market 
was very quiet with small fluctuations. 
Lower contracted price was set off by 
steadier US$ rates. Business in the 
was poor. Interest for 
change over favoured sellers at $1.55 
per 10 taels of .945 fine. Tradings 
amounted to 38,700 taels or averaged 
6.450 taels per day. Positions figured 
at a daily average of 35,500 taels. 
Cash sales totalled 14,680 taels (5,180 
taels listed and 9,500 arranged). Im- 
ports were mainly from Macao and 
amounted to 8,500 taels. Exports 
totalled 10,500 taels (4,500 taels to 
Indonesia, 4,000 taels to Singapore, 
1.000 taels to Rangoon, 1,000 taels to 
India). Differenees paid for local and 
Macao .99 fine were $12.80-12.60 and 
12.10-12.00 respectively per tael of 
945 fine. Cross rates in the Exchange 
were US$37.78-37.75. 11,200 ‘fine 
ounces were contracted at 37.75 C.LF. 
Macao. 


Silver Market: Although high price 
was recorded in New York at 90.16 
US cents per fine ounce, the local 
market remained quiet. There was no 
fluctuation. 1,500 taels were sold at 
$5.80; 1,800 $ coins at 3.80; 2,000 
20c coins at 2.83 per 5 coins. 


HONGKONG SHARE 
MARKET 


Share prices continued to improve 
in the market and leading Utilities 
were approaching peak levels of the 
year. The market was a little weak on 
Wednesday but on Thursday, buyers 
quickly reappeared. The money posi- 
tion here was fluid and there was ap- 
parently plenty for investment. The 
undertone was bullish at the end of 
the week. Important features included 
Banks’ $90 leap to $1,675, Unions’ 
smaller rise, the continued advance in 
Utilities and the recovery in Cements. 
Land shares, which had _ been pro- 
minent, dropped out of the picture and 
the main shares in this group were 
quiet and steady. The only exception 
was Humphreys which advanced 60 
cents on buying demand. Whee- 
locks remained quiet. In the Dock 
section, most issues were inactive. 
China Providents, however, improved 
by 30 cents to $12.70. In the Utility 


group, Trams closed steady on the 
week though they were once as high 
as $22.20. Yaumatis improved _ to 
$110, China Lights touched $19.30, 
Electrics advanced to $39} and Tele- 
phones gained 50 cents. In the indus- 
trial section, Cements recovered to 


$29.20. Dairy Farms and Watsons 
improved slightly. The cotton section 
was inactive. In the rubber section, 


with no change in Singapore raw rub- 
ber prices, shares remained steady in 
the local market. The Hongkong and 
China Gas Company Limited will in- 
crease the authorised capital from 
£260,000 to £1 million by the crea- 
tion of a further 740,000 ordinary £1 
shares. These new shares will rank 
pari passu “in all respects and _ will 
form one class with the existing or- 


dinary shares in the capital of the 
company.” 
Monday: The market was active 


resulting in a good turnover. Interest 
centred chiefly in Cement, Dairy Farm 
and Utility shares. Banks and Insur- 
ances were enquired for and a fair 
business reported in the former. A 
feature of the day’s trading was the 
large turnover in all Utility shares. 
At the close, the market appeared to 
strengthen with buyers in evidence. 
In the rubber section, the market fol- 
lowed the trend of raw material prices, 
and buyers prevailed with a good 
turnover in Amalgamated Rubbers. 
The day’s turnover amounted _ to 
$2,070,000. Tuesday: The market re- 
mained active resulting in a_ large 
turnover. Interest centred chiefly in 
Yaumati, Cement and Utility shares. 
Banks and Insurances were _ enquired 
for and a fair business was reported 
in the former. A feature of the day’s 
trading the large’ turnover in 
Dairy Farms and Yaumati Ferries. At 
the close, the market appeared to 
strengthen with buyers in evidence. 
In the rubber section, buyers prevail- 
ed with a good turnover in Amalga- 
mated Rubbers. The day’s turnover 
amounted to $1,610,000. Wednesday: 
The market was quiet during the half 
day’s trading resulting in a fair turn- 
over. Interest centred chiefly in 
Wheelock Marden, Yaumati Ferry and 
other Utility shares. Banks and Insur- 
ances were enquired for and a fair 
business reported in the former. At 
the close, the market appeared to be 
steady but quiet. In the rubber sec- 
tion, the market was. neglected. The 
half day’s turnover amounted _ to 
$880,000. Thursday: The market was 
again active with a good _ turnover. 
Interest centred chiefly in Yaumati 
Ferry and other Utility shares. Banks 
and Insurances were enquired for and 
a fair business reported in the former. 


. 
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A feature of the day’s trading was the 
appreciable advance in the price of 
Hongkong Bank shares. At the close, 
the market appeared to be very steady 
with buyers in evidence on most stocks. 
In the rubber section, the market was 
again quiet. The day’s’ turnover 
amounted to $980,000. Friday: At the 
close of the week’s trading, the market 
was active. Interest centred chiefly in 
Land, Cement and Utility shares. Banks 
and Insurances were enquired for and 
a fair business reported. A feature of 
the day’s trading was the large turn- 
over in Lands and “Old” Lights. At 
the close, the market appeared to 
strengthen with buyers in evidence. 
In the rubber section, the market was 
neglected. The day’s turnover amount- 
ed to $2,060,009. 


SINGAPORE SHARE 
MARKET 


_ With Singapore’s bus strikes extend- 
ing to practically all services it was in- 
evital!e that the market for local in- 
dustrials should be affected. However, 
there were always buyers on the look 
out for bargains and a _ reasonable 
amount of business was _ transacted. 
By Friday evening there were unsatis- 
fied buyers at the lower levels for 
practically all Singapore industrials. 
These bids included $1.624 for Fraser 
& Neave, $2.47; Gammon Malaya, 
$1.40 Malayan Cement, $1.30 Metal 
Box, $1.60 Singapore Cold Storage; 
$22.25 Straits Trading, $10,75 United 
Engineers, $1.40 Henry Waugh and 
$2.60 Wearnes. With three excep- 
tions, Malayan registered Tins eased in 
sympathy with industrials. Hong Fatt 
rose against the general trend to $1.35 


| 
NOTICE 


UNION INSURANCE SOCIETY 
OF CANTON, LIMITED 


NOTICE TO SHAREHOLDERS 


| Notice is hereby given that the 
| J&DINARY YEARLY MEETING 
of the Society will be held at the 
_ Head Office of the Society, Union 
| Building. Hong Kong, on Thurs- 

day, 26th May 1955 at 11.30 am., 
_ to receive the Directors’ Report 
and the Statement of Accounts, 
to declare a dividend and to trans- 
act the ordinary business of the 
Society. 

The SHARE TRANSFER 
BOOKS of the Society will be 
CLOSED from 7th May to 26th 
May, both days inclusive. 


By Order of the Board, 
L. B. STONE 
General Manager. 


Hong Kong, 6th April 1955. 


on announcement of a final dividend 
of 10% and an interim of 5%. Lower 
Perak were better at 13/6 buyers on 
dividend anticipations and Rawang Tiu 
Fields improved further on the April 
output. Petaling had a fair turnover 
between $4.00 and $3.95. Sterling 
Tins were a firm spot with Kents want- 
ed at 3/43 and 8/- bid for London Tin 
cum. 28% dividend (24% last year) 
without attracting sellers. Less in- 
terest was shown in the Rubber section 
where buyers acted cautiously but in 
the light of improving Company results 
sellers were unwilling to reduce. Loan 
transactions were difficult to connect. 
War Loans still have sellers as have 
several issues at a premium but there is 
unsatisfied demand for taxable issues 
at a discount. 


TAIWANS FEATHER 
EXPORT 


Taiwan’s feather export industry 
was developed by Japanese almost 40 


.from farmers 
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years ago when the island was under 
their rule. The recovery of this in- 
dustry after the War was very slow. 
In 1950, the Chinese Government 
evacuated to Taiwan and among many 
economic and industrial projects, 
started to re-develop the export of 
feathers to US and other markets. 
Today, feather is one of the major 
exports of Taiwan. In order to stan- 
dardise the quality, a government 
survey bureau was set up in 1952 to 
examine all feather shipments before 
export. During the past five years, 
Taiwan feathers dominated the Ameri- 
can market. 


There are about 10 feather works 
in Taiwan producing a total of more 
than 1 million kilos of feathers every 
year. Production remains in the handi- 
craft stage with female workers 
picking and sorting out different grades 
by hand. Crude feathers are colJected 
who raise ducks and 
geese mainly for food rather than for 
production of feathers. Every year 
Taiwan consumes about 7.8 million 


NOTICE 


(2) That:— (a) 


Hong Kong, 6th April 1955. 


UNION INSURANCE SOCIETY OF CANTON, LIMITED 
NOTICE TO SHAREHOLDERS 


| Notice is hereby given that an EXTRAORDINARY GENERAL 
MEETING of the Shareholders of the Society will be held at the Head 
Office of the Society, Union Building, Pedder Street, Hong Kong, on 
Thursday, the twenty-sixth day of May 1955 at 11.45 am., or so soon 
afterwards as the Ordinary Yearly Meeting, to be held at 11.30 am. 
on that day, shall have concluded, when the subjoined resolutions will 
be submitted as Ordinary Resolutions :— 


(1) That the Issued Capital of the Society be increased from 
£1,350,000 to £1,500,000 by the creation of fifteen thousand 
new shares of £10 each. 


It is desirable to capitalize a sum of One 
hundred and fifty thousand pounds 
undivided profits of the Society standing to the credit of 
the Exchange and Investment Fluctuation Account and 
accordingly that such sum be capitalized and applied in 
payment in full for fifteen thousand new shares of the 
Society of Ten Pounds each at par and that such shares 
credited as fully paid up be distributed amongst the Share- 
holders who on the twenty-sixth day of May 1955 were 
registered shareholders of the Society in the proportion of 
one new share for every nine then held by such Share- 
holders respectively and that the shares so distributed shall 
be treated for all purposes as an increase of the issued 
Capital of the Society held by each Shareholder and not 
as income, and that such shares shall rank for dividend as 
from the first day of January 1955 and Shall in all other 
respects rank pari passu with the existing shares of the 
Society and that no fractional certificates shall be issued 
but that shares representing fractions shall be allotted to 
a Trustee to be nominated by the Directors upon trust 
for sale on such conditions as they consider expedient, and 
the net proceeds of sale shall be distributed proportionately 
amongst those members who would otherwise be entitled to 
such fractions and in satisfaction thereof. 

(b) The Board of Directors be hereby authorized to 
allot and issue new Shares for distribution in the manner 
and proportions aforesaid. 


being part of the 


By Order of the Board, 
“4 L. B. STONE 
General Manager. 


| 
head 
of 
grees 
feat 
duck 
per 
very 
prod 
qual 
kong 
US 
feat 
kilos 

1! 
1! 
1! 
1! 
] 
C 
has 
ly. 
tain 
lop 
in 
that 
quo 
- = in 
: 
mar 
| 
Mea 
| Dail 
| Fru 
| Coff 
| Mis 
| Bev 
| | Tob 
| | Oil- 
| Wo 
| | Cru 
| | Ani 
Mit 
| Che 
Dye 
| | Mes 
| Ess 
| | Ex) 
| | Lez 
| | Ru 
| | We 
| Pa 
Te 
No 
| Sil 
Ba 
| | | Me 
| 


May 26, 1955 


heads of ducks and 3.9 million heads 
of geese. Every five ducks or three 
geese yield 1 pound of export-quality 
feather. The export floor prices are: 
duck feather—US$0.40 per pound; 
goose feather—$0.52; and downs—$2.25 
per pound. Domestic consumption is 
very low and about 90% of the total 
production are exported to US. Small 
quantities are also shipped to Hong- 
kong. In 1951, when demand from 
US was at its peak, Taiwan’s total 
feather export reached almost 1 million 
kilos: 


1951—975,735 kilos. 
1952—717,258 kilos. 
1953—387,374 kilos. 
1954—-786,028 kilos. 
1955 (Jan.-March)—171,020 kilos. 


Competition in overseas markets 
has become more and more keen recent- 
ly. Taiwan is trying very hard to re- 
tain the demand from US and to deve- 


RATION OF SUGAR AND 
EDIBLE ‘OIL IN 
KWANGTUNG 


Sugar and edible oil have long been 
rationed in China, and the meagre size 
of ration quotas are now revealed in 
the “Measures for carrying out planned 
supply of edible oil and sugar” recent- 
ly published by authorities in Kwang- 
tung. The annual quotas provided 
for in the measures are different in 
different areas: 


PER CAPITA QUOTAS FOR EDIBLE OIL FOR 
THE WHOLE YEAR OF 1955 


Catties 
3.5 ( 4.66 oz. per month) 


Areas 


All rural villages 
and cities or 
towns with a 
population of less 
than 20,000. 
Cities or towns 
with a population 
of over 20,000. 


5.0 ( 6.66 oz. per month) 
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PER CAPITA QUOTAS FOR SUGAR FOR 
THE WHOLE YEAR OF 1955 


Catties Areas 


(1) Rural villages in: 
4.0 Northern Kwangtung 
5.5 Hainan Island 
5.0 Western Kwangtung 
7.0 Central be 
6.25 Eastern 


(2) Cities and towns with 


a population of over 
20,000 in: 
5 catties & 10 oz. Northern Kwangtung 


—_— Hainan Island 
Western Kwangtung 
7.5 Central 
6.5 Eastern ” 


In normal circumstances the mini- 
mum per-capita consumption of edible 
oil in China is about one catty per 
month. The present oil ration quotas 
in all parts of Kwangtung Province, 
with the exception, of the city of Can- 


lop the European market. Exporters 7.0 ( 9.33 oz. per month) Cities or towns ton, .are far short of the requirement, 
in Taiwan are now petitioning the with - popula- especially in rural villages and in small 
government to reduce export taxes so pong > over cities or towns. According to ti.. re- 
that they could mark down export 9.0 (12 oz. per month) Cities with a gulation, foreign diplomats, guests arid 
quotations to compete with Thailand — of over experts and overseas Chinese visiting 
in US market and with Communist foe delegations will be provided with as 
China in Far Eastern and European of Can- much edible oil and sugar as they 
markets. 12.0 € 1 catty per month) City of Canton. need. 
9 
HONGKONG’S TRADING PARTNERS IN 1954 
Part V 
Imports Exports 
BRITISH COMMONWEALTH, OTHER | 3 3 
Prefabricated buildings; sanitary, plumbing, 
Imports Exports heating & lighting fixtures & fittings ou 1,001,475 
$ Furniture and fixtures. ..... — 179,623 
Meat and meat preparations — 101,505 goods, handbags and simi'=r articles 363,913 
3,670 191,061 ments; photographic & optical goods; 
watches & clocks ........... bac 4,000 28,588 
Sugar and sugar preparations 31,991 53,147 Miscel] 
Coffee, tea, cocoa, spices and manufactures thereof es 87,465 iscellaneous manufactur articles, M.e.s. .. -- 1,625,579 
Feeding stuffs for animals (not including un- — . 
Miscellaneous food preparations — 92,229 
Tobacco and tobacco manufactures’ .........-. 99,600 — 
Oil-seeds, oil nuts and oil kernels ............ -— 39,045 E T 
Wood, lumber and cork — 2,900 x 
coal, petroleum and precious stones ...... 141,600 154 Dairy products, eggs and homey ...........e+. — 192 
Animal & vegetable crude materials, inedible, Cereals and cereal preparations ny Se . -— 31 
Mineral fuels, lubricants and related materials _ 69 Coffee, tea, cocoa, spices and manufactures thereof -— 41,398 
Chemical elements and compounds .......... — 33,305 Miscellaneous food preparations .........+ee+.% — 304 
Dyeing, tanning and colouring materials 2,096 Tobacco and tobhcco manufactures .......... 5,975 523,309 
Medicinal and pharmaceutical products ...... — de 590,450 323,171 
Essential oils and perfume materials; toilet, Animal & vegetable crude mateiials, inedible, 
Explosives and miscellaneous chemicals and Chemical elements and compounds .......... -— 915 

Leather, leather manufactures, n.e.s., & polishing and cleansing preparations .... —_ 3,003 
Rubber manufactures, n.e.s. 7,929 eee -- 1,498 

Wood and cork = manufactures (excluding Textile yarn, fabrics, made-up articles and 
Paper, paperboard and manufactures thereof -— 75,732 Non-metallic mineral manufactures, n.e.s. -- 11,108 
Textile yarn, fabrics, made-up articles and Silver, platinum, gems and jewellery ........ — 24,840 
Non-metallic mineral manufactures, n.e.s. — 30,009 
Silver, platinum, gems and jewellery ..... A —~ 170,211 Machinery other than electric .............. — 6.281 
Machinery other than electric .............. oe 35,988 heating & lighting fixtures & fittirgs — 127,845 
— 4,720 Travel goods, handbags and similar articles .. — 6,459 
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World-wide Banking Services 


SUMITOMO 


HEAD OFFICE: OSAKA, JAPAN 
137 Branches throughout Japan 
OVERSEAS OFFICES 


NEW YORK AGENCY: 149 Broadway, New York 6, N.Y., U.S.A. 
LONDON REPRESENTATIVE OFFICE: 4 Copthall Court, London E.C.2, England 
KARACHI REPRESENTATIVE OFFICE: Qamar House, Bunder Road, Karachi, Pakistan 


AFFILIATED BANK 


THE SUMITOMO BANK (CALIFORNIA) 


Head Office: 440 Montgomery Street, San Francisco 4, Calif., U.S.A. 
Branch: 101 South San Pedro Street, Los Angeles 12, Calif., U.S.A. 


Imports Exports — 
3 
Footwear — 8,010 Medicinal and pharmaceutical products ...... 12,409 
Professional, scientific and controlling instru- Essential oils and perfume materials; toilet, 
ments; photographic & optical goods; polishing and cleansing preparations .... _ 109,146 
Miscellaneous manufactured articles, nm.e.s. .. 59,959 882 151,277 
Leather, manufactures, nN.e.s., & 
Wood and cork manufactures (excluding 
Paper, paperboard and manufactures thereof .. — 14,733 
AFRICAN COUNTRIES, OTHER Textile yarn, fabrics, made-up articles and 
Meat and meat preparations ................5- 25,560 1,864 Non-metallic mineral manufactures, n.e.s. .. —_ 565,427 
Dairy products, eggs and honey ............-- — 23,892 Silver, platinum, gems and jewellery ........ -— 454,462 
Fish and fish preparations 126,218 100,999 11,422,692 
Cereals and. cereal! preparations 65,595 Machinery om 2,130 
Sugar and sugar preparations .............. 31,104 1,774 Prefabricated buildings; sanitary, plumbing, 
Coffee, tea, cocoa, spices and manufactures thereof 21,800 5,841,971 heating & lighting fixtures & fittings — 2,499,658 
Miscellaneous food preparations .............. — 112,871 339,521 
Tobacco and tobacco manufactures .......... 28,230 — 14,354,943 
1,200 Professional, scientific and controlling instru- 
732,592 — ments; photographic & optical goods; 
Animal & vegetable crude materials, inedible, wd ce 57,607 
Mineral fuels, lubricants and related materials 137,355 
Animal and vegetable oils (not essential oils), uhh cake 10,305,788 49,117,279 
fats, greases and derivatives ............ 811,900 


Published and edited by ERIC E. HALPERN for and on behalf of The Far Eastern Economic Review 
Ltd., at 322, Queen’s Building, Victoria, Hongkong.— Telephone: 32429. Cables: Ficom. 


The Far Eastern Economic Review is published weekly and printed by the Graphic Press Ltd., 4 Queen’s 
Road, C., Hongkong. 


Annual subscription rate: $80. Overseas $93 or £6.0.0 - or US$16.- 
Price per single copy: $1.60 


(To be Continued) 
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(HONGKONG) ITD. | | BANQUE DE L'INDOCHINE 


(Incorporated in France with Limited Liability) 


(Incorporated in Hong Kong) 
101/2 Edinburgh House, Queen’s Road, C. Capital : - Frs. 2,000,000,000.— 
; Head Office: 96, Boulevard Haussmann, Paris. | 
SECRETARIAL AND MANAGEMENT 
INSURANCE BRANCHES & AGENCIES 


IMPORTERS AND EXPORTERS FRANCE Marseille : 
VIETNAM Saigon, Dalat, Tourante, | 
Cantho. 
Secretaries, General Managers and/or Agents of:— CAMBODIA Battambang, Pnom-Penh . 
AMAL LAOS Vientiane ) 
GAMATED RUBBER ESTATES LIMITED || FRENCH SOMALILAND Djibouti | 
ANGLO-FRENCH LAND INVESTME , LTD. TAHITI Papeete | 
| | NEW CALEDONIA Noumea 

NEW HEBRIDES Port-Vila 

ESSEX & SUFFOLK EQUITABLE INSURANCE Dammam 
" SOCIETY LTD CHINA Shanghai, Tientsin 
ETHIOPIA Addis-Ababa 

BRITISH ALUMINIUM CO., LTD., LONDON © GREAT BRITAIN London | 
Aluminium of every description JAPAN Tokyo | | 
| MOROCCO Tangier 
HOWARDS OF ILFORD LTD., ILFORD soi} SINGAPORE Singapore | | 


Fine Chemicals. THAILAND Bangkok 


THE THERMAL SYNDICATE, LTD., WALLSEND 
Industrial and Laboratory Silica Ware. 


ERINOID LIMITED, STROUD 
Plastics. 


HONGKONG AGENCY—5, Queen’s Road C. 
Manager: J. L. Morin 


Distributors: 


GEO. TUCKER EYELETS LTD. BIRMINGHAM 
Shoe eyelets. 


AFFILIATED BANK 


FRENCH BANK OF SOUTHERN AFRICA LTD. 
Johannesburg, Port Elizabeth, Durban, Capetown. | | 


R. LOXLEY & Co., (CHina) 
H ONGKONG 


MERCHANTS 


IMPORTERS, EXPORTERS, MANUFACTURERS’ REPRESENTATIVES. 
SHIPPING | INSURANCE 


CABLES 
LOXLEY-HONGKONG 


| 
| 
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NOW ON PAN AMERICAN 


New Super-G 
CLIPPERS 
to MANILA 


AN 


More Than 50 YEARS 


EXPERIENCE AT YOUR SERVICE 


SOUTH AFRICA AND 
SOUTH AMERICA V.V. 


Two regular sailings per month, served a.o. by our wellknown vessels — 
BOISSEVAIN, RUYS, TEGELBERG, TJITJALENGKA, 
STRAAT BALI, etc. 


Accepting Transhipment Cargo on Through Bills of Lading 
To 
West African Destinations 


AMERICAN 


To 
BRITISH EAST AFRICA, MAHE 
(SEYCHELLES) AND BEIRA V.V. FASTEST SERVICE—ONLY 2 HOURS | 


Regular monthly sailings with uptodate modern vessels offering 
limited attractive passenger accommodation. 


SINGAPORE, PENANG, BELAWAN DELI 2 FLIGHTS WEEKLY 
AND PALEMBANG 


Regular Monthly Sailings 


® Pressurized, giant Super-6 Clippers* on all flights 


Te 
SINGAPORE AND INDONESIA (JAVA between Hong Kong and Manila. 


| NORTHCOAST PORTS AND ® No increase in fare. 
Regular Fast Vessels © Fast connections at Manila with “Strato” Clippers 
“TJIWANGI”/“TJILUWAH” every 2nd and 16th of each month. to the U.S.A. Choice of first class or tourist service. 
| To 
| Special Holiday Fares Alexandra House, Phone 37031, Hong Kong , 
and strongroom compartments available *Trede-Mark, Pan American World Airways, Inc. | 
| 
Agents for: 


HOLLAND EAST ASIA LINE 


Fast Regular Monthly Service To Continental Ports 
BOOKING AGENTS FOR ALL AIR LINES 


WORLD'S MOST EXPERIENCED AIRLINE 
Offices in Hongkong, Japan, Philippines, Indonesia, 


| 
| 
| 
| 
| Sydney, Durban, Buenos Aires, A ; Pan American World Airways, ins. Sacseperated te the State of New York, U.S.A., with limited liebilisy 
| AGENTS THROUGHOUT THE WORLD 


Particulars gladly supplied by 


ROYAL INTEROCEAN LINES 


King’s Bdlg. ground floor, Tels. 28015/19. Hong Kong 
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| | | 


LTD. 


Established 1832 
FAR EAST MERCHANTS 


| HEAD OFFICE: 14/18 PEDDER STREET 
HONGKONG & SHANGHAIBANK | | ! 
BUILDING 


HONG KONG 


Importers and Exporters, 
P.O. Box No. 36 Telephone No. 28021 


Tea and General Merchants, 
Insurance, Shipping and 
Air Transport 


Importers, Exporters, Shipping and 
Insurance Agents, Machinery and 
Contracting Engineers, Refrigeration 

_ Engineers, Office Equipment Experts, | 

Wines and Spirits Stockists, Suppliers | 
of Ships’ Paints, Provisions and | 
Pharmaceuticals. GENERAL AGENTS: | 

| 

| 

| 

| 

| 


GENERAL MANAGERS: 


The Indo-China Steam Navigation Co., Ltd. 
The Australia China Line 


The Hong Kong Fire Insurance Co., Ltd. | 


Lombard Insurance Co., Limited 
British Overseas Airways Corporation 


AGENTS: | 


| HEAD OFFICE: 


a4, ST. MARY AXE, LONDON, E.C.3 

| a Royal Mail Lines Limited | 

| Prince Line Limited , 

BRANCHES: | Western Canada Steamships Co., Ltd. | : 

Pacific Transport Lines, Inc. | i 

HONG KONG MANILA | Furness, Withy & Co., Ltd. 
YOKOHAMA VANCOUVER | Atlas Assurance Co., Ltd. | : 

NAGOYA 

KOBE CANTON’ Triton Insurance Co., Ltd. | 

OSAKA FOOCHOW" The Wa 

| * Business temporarily suspended. Economic Insurance Co., Ltd. ‘ 

| The Employers’ Liability Assurance Corp., Ltd. . 

The Merchants’ Marine Insurance Co., Ltd. 

SUBSIDIARIES: | _ Eastern Federal Union Insurance Co., Ltd. 

4 
| 4 

Jd Dodwell & Co., (Aus.) Pty. Ltd., Australia. | HONGKONG AIRWAYS LIMITED : 
Dodwell & Co. (East Africa) Ltd., Nairobi, | | 

-— Kenya. THE JARDINE ENGINEERING 
Gardner Diesel Engines, Ltd., Vancouver. CORPORATION LIMITED 
| 
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Managed by 
A.P. HOLLER, COPENHAGEN 


General Agents U.S.A. 


MOLLER STEAMSHIP COMPANY INC., 
NEW YORK 


Fast Fortnightly Sailings To: 
NEW YORK, BOSTON, BALTIMORE & 


PHILADELPHIA 
via 
JAPAN, SAN FRANCISCO, LOS ANGELES & 
PANAMA 
*M.S. “PETER MAERSK” .... .... ... June 2 
*M.S. “JEPPESEN MAERSK” .... .... June 17 
M.S. “OLGA MAERSK” ........... July 2 


* Calling Vancouver 
Accepting Transhipment Cargo on Through 
Bills of Lading for Central and South 
America, Caribbean and Gulf Ports. 
Special Strongroom Compartments & 
Refrigerated Cargo Space. 


Arrivals from U.S.A. 


MS. “LEISE MAERSK” ...... ..:..... June 2 
M.S. “OLGA MAERSK”... .... 
M.S. “ARNOLD MAERSK”... .... June 14 
Sailings to India, Pakistan & P. Gulf 
M.S. “MATHILDE MAERSK” ....... June 7 
M.S. “AGNETE MAERSK” July 7 


Arrivals from Persian Gulf & India 


M.S. “ELLEN MAERSK” .... .... .... May 29 
| M.S. “VIBEKE MAERSK” ... ... ... Jume 28 
| Sailings to Djakarta, Semarang, 
: Sourabaya, Macassar & Balik 

Papan 
| MS. “AGNETE MAERSK” ... .. _.. May 24 
| M.S. “EMILIE MAERSK” .... .... .... June 8 
| For Freight & Further Particulars 
Please apply to: 

JEBSEN & CO. 
| Pedder Building. Tel: 37041 


Chinese Freight Booking Office 
27, Connaught Rd., C. Tel: 20461 


Dates and rotation subject to change withont notice. 
At liberty to proceed via other ports to 
load/discharge cargo 


| 


THE 


HONG KONG EASTERN SHIPPING 


COMPANY, LIMITED 


Cable Address: 


“R YMAC” HONG KONG 
CODE USED 


NEW BOE 
Branches: 


Tokyo, Kobe, Osaka and Yokohama 
Sydney 


JAPAN: 
AUSTRALIA: 


Representatives 


HOLME RINGER & COMPANY LTD. JAPAN: 
MOJI, NAGASAKI, KURE, TOKYUYAMA, 
YAWATA, TSUKUMI, SASEBO 


Cable Address: Holringer-Japan 


HOLME RINGER & COMPANY LTD. KOREA: 
PUSAN, INCHON, AND SEOUL. 


Cable Address: Ringer-Pusan 


' COVE & BEECHAM, LTD. — LONDON 
Cable Address: Emgesco London. 


Shipping Agents: 
Eastern Mining & Metals Co., Ltd. 
Osaka Shosen Kaisha, Japan 
Kansai Kisen Kaisha, Japan 
The Scindia Steam Nav. Co., Ltd., Bombay 


The Eastern Shipping Corporation Ltd. Bombay 
States Marine Corporation, New York 


Registered Office: 
HOLME RINGER & CO., LTD. 


SOUTHERN MARINE & MERCANTILE 
COMPANY, LIMITED 


Shipowners, Shipping Agents & Brokers | 


“Caxton House’, 2nd floor, 1 Duddell Street, Hongkong 
Telephone: 27751 — All Departments 


| 


| 
MAERSK LINE} 
| 
@ 


